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&RPPLVVLRQ ILOH QXPEHU

ORQROLWKLF 3RZHU 6\VWHPV ,QF
(IDFW QDPH RI UHJLVWUDQW DV VSHFLILHG LQ LWV FKDUWHU

'"HODZDUH
6WDWH RU RWKHU MXULVGLFWLRQ RI .56 (PSOR\HU
LQFRUSRUDWLRQ RU RUJDQL]DWLRQ ,GHQWLILFDWLRQ 1XPEHU

/IDNH :DVKLQJWRQ %0OYG 1( .LUNODQG :DVKLQJWRQ
$GGUHVV RI SULQFLSDO H[HFXWLYH RIILFHV =LS &RGH
5HILVWUDQWYfV WHOHSKRQH QXPEHU LQFOXGLQJ DUHD FRGH
6HFXULWLHYV UHJLVWHUHG SXUVXDQW WR 6HFWLRQ E RI WKH $FW

7LWOH RI HDFK FODVYV 7UDGLQJ 6\PERO 1DPH RI HDFK H[FKDQJH RQ ZI
&RPPRQ 6WRFN SDU YDOXH SHU VKDUHS5 7KH 1$6'$4 *OREDO 6HOHFW

6HFXULWLHYV UHJLVWHUHG SXUVXDQW WR 6HFWLRQ J RI WKH $FW 1RQH

,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV D ZHOO NQRZQ VBB XYREHG LVVXHU DV GHILQ
,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV QRW UHTXLUHG WBSIU@®EUHSRUWYV SXUVXDQ
,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG DOO UHSRUWY UHTXLUHG "

SUHFHGLQJ PRQWKY RU IRU VXFK VKRUWHU SHULRG WKDW WKH UHJLVWUDQW ZDV UHTXLUH
GD\V O&EHMJU®S
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,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV VXEPLWWHG HOHFWURQLFDOO\ HY}F
RI WKLV FKDSWHU GXULQJ WKH SUHFHGLQJ PRQWKY RU IRU VXFK VKROEHB®SHULRG W

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D ODUJH DFFHOHUDWHG ILOHU DQ DF
FRPSDQ\ 6HH WKH GHILQLWLRQV RI 30DUJH DFFHOHUDWHG ILOHU ~ 3SDFFHOHUDWHG ILOHU ~ 3VP]|
$FW
/DUJH DFFHOMEIDWHG ILOHU $FFHOHUD®HG ILOHU
1RQ DFFHOHI$DWHG ILOHU 6PDOOHU UHSROWLQJ FRPSDQ\

(PHUJLQJ JURZWX FRPSDOQ\

.l DQ HPHUJLQJ JURZWK FRPSDQ\ LQGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW KDV HOHFW#}
ILQODQFLDO DFFRXQWLQJ VWDQGDUGY SURYLGH®EXUVXDQW WR 6HFWLRQ D RI WKH ([FKDQ:

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG D UHSRUW RQ DQG DWWHVW
ILQDQFLDO UHSRUWLQJ XQGHU 6HFWLRQ E RI WKH 6DUEDQHV 2[OH\ $FW 8 6 & E BEEW

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LQSPHWIHE ®O FRPSDQ\ DV GHILQHG LQ 5)

7KH DJJUHJDWH PDUNHW YDOXH RI WKH YRWLQJ DQG QRQ YRWLQJ FRPPRQ HTXLW\ KHOG E\ QtF
WKH 1DVGDT *OREDO 6HOHFW ODUNHW RQ -XQH ZDV ELOOLRQ

7TKHUH ZHUH VKDUHV RI WKH UHJLVWUDQWYfV FRPPRQ VWRFN LVVXHG DQG RXWVWDQGLC

'28&80(176 ,1&25325%$7(" %< 5()(5(1&(

SBRUWLRQV RI WKH UHJLVWUDQWYV 3UR[\ 6WDWHPHQW IRU WKH $QQXDO OHHWLQJ RI 6WRFNE
ZKHUH LQGLFDWHG 7KH 3UR[\ 6WDWHPHQW ZLOO EH ILOHG ZLWK WKH 6HFXULWLHV DQG ([FKDQ

([FOXGHYV VKDUHV RI WKH UHJLVWUDQWYV FRPPRQ VWRFN KHOG E\ HI[HFXWLYH RIILFF
FRPPRQ VWRFN RXWVWDQGLQJ DW -XQH ([FOXVLRQ RI VXFK VKDUHVY VKRXOG QRW E
LQGLUHFW WR GLUHFW RU FDXVH WKH GLUHFWLRQ RI WKH PDQDJHPHQW RU SROLFLHV RI W
UHJLVWUDQW
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7KLV $QQXDO 5HSRUW RQ )RUP . FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWYV ZLWKLQ WKH PF
WKH 6HFXULWLHV ([FKDQJH $FW RI DV DPHQGHG WKDW KDYH EHHQ PDGH SXUVXDQW WR D!
7KHVH VWDWHPHQWY LQFOXGH DPRQJ RWKHUV VWDWHPHQWY FRQFHUQLQJ

¥ WKH DERYH DYHUDJH LQGXVWU\ JURZWK RI SURGXFW DQG PDUNHW DUHDV WKDW ZH KDY

f RXU SODQ WR LQFUHDVH RXU UHYHQXH WKURXJK WKH LQWURGXFWLRQ RI QHZ SURGX
IDPLOLHV

¥ RXU EHOLHI WKDW ZH PD\ LQFXU VLJQLILFDQW OHJDO H[SHQVHV WKDW YDU\ ZLWK WKH OF

¥ WKH HIIHFW WKDW OLTXLGLW\ RI RXU LQYHVWPHQWY KDV RQ RXU FDSLWDO UHVRXUFHYV

¥ WKH FRQWLQXLQJ DSSOLFDWLRQ RI RXU SURGXFWYV LQ WKH FRPSXWLQJ DQG VWRUDJH D

¥ HVWLPDWHY RI RXU IXWXUH OLTXLGLW\N UHTXLUHPHQWYV

¥ WKH F\FOLFDO QDWXUH RI WKH VHPLFRQGXFWRU LQGXVWU\

¥ WKH HIIHFWV RI WKH &29,' SDQGHPLF RQ WKH JOREDO HFRQRP\ WKH VHPLFRQGXFWRU

f SURWHFWLRQ RI RXU SURSULHWDU\ WHFKQRORJ\

¥ EXVLQHVV RXWORRN IRU DQG EH\RQG

¥ WKH IDFWRUV WKDW ZH EHOLHYH ZLOO LPSDFW RXU EXVLQHVVY RSHUDWLRQV DQG ILQDQ

¥ WKH SHUFHQWDJH RI RXU WRWDO UHYHQXH IURP YDULRXV HQG PDUNHWYV

¥ RXU DELOLW\ WR LGHQWLI\ DFTXLUH DQG LQWHJUDWH FRPSDQLHV EXVLQHVVHV DQG SL

f WKH LPSDFW RI YDULRXV WD[ ODZV DQG UHJXODWLRQV RQ RXU LQFRPH WD[ SURYLVLRQ |

f RXU SODQ WR UHSDWULDWH FDVK IURP RXU VXEVLGLDU\ LQ %HUPXGD

¥ RXU LOQWHQWLRQ DQG DELOLW\ WR SD\ IXWXUH FDVK GLYLGHQGY DQG GLYLGHQG HTXLYI

¥ WKH IDFWRUV WKDW GLIITHUHQWLDWH XV IURP RXU FRPSHWLWRUV

,Q VRPH FDVHV ZRUGV VXFK DV 3ZRXOG "~ 3FRXOG ~ 3PD\ " 3VKRXOG "~ 3SUHGLFW ~ 3SRWHQWLDC
3VHHN ~ SHVWLPDWH ~ 3SURMHFW ~ 3IRUHFDVW ~ 3ZLOO ~ WKH QHJDWLYH RI WKHVH WHUPV RU R'
IRUZDUG ORRNLQJ VWDWHPHQWY $00 IRUZDUG ORRNLQJ VWDWHPHQWY DUH EDVHG RQ RXU F
RXU EXVLQHVY DQG RXU LQGXVWU\ LQFOXGLQJ RXU H[SHFWDWLRQV UHJDUGLQJ WKH SRWHQYV
JXDUDQWHHV RI IXWXUH SHUIRUPDQFH DQG DUH VXEMHFW WR ULVNV DQG XQFHUWDLQWLHV $
VXFK IRUZDUG ORRNLQJ VWDWHPHQWY G5LVNV DQG XQFHUWDLQWLHY WKDW FRXOG FDXVH DFV
JRUP .DQG LQ SDUWLFXODU LQ WKH VHFWLRQ HQWLWOHG 3, WHP $ 5LVN )DFWRUV ~ ([FHSW
DQ\ IRUZDUG ORRNLQJ VWDWHPHQWY ZKHWKHU DV D UHVXOW RI QHZ LQIRUPDWLRQ UHODWLQ
IXWXUH UHYLVLRQV ZH PD\ PDNH WR IRUZDUG ORRNLQJ VWDWHPHQWY WR UHIOHFW HYHQWV R
S5HDGHUV DUH FDXWLRQHG QRW WR SODFH XQGXH UHOLDQFH RQ VXFK VWDWHPHQWY ZKLFK V
UHYLHZ IXWXUH UHSRUWY DQG GRFXPHQWY WKDW ZH ILOH IURP WLPH WR WLPH ZLWK WKH 6HFX
4XDUWHUO\ 5HSRUWV RQ )RUP 4 DQG DQ\ &XUUHQW 5HSRUWYV RQ )RUP




7DEOH RI &RQWHQWYV

([FHSW DV WKH FRQWH[W RWKHUZLVH UHTXLUHV WKH WHUPV 30RQROLWKLF 3RZHU 6\VWHPV ~ ¢
WR ORQROLWKLF 3RZHU 6\VWHPV ,QF DQG LWV FRQVROLGDWHG VXEVLGLDULHV

3$57 ,
,7(0 %86,1(66
*HQHUDO

ORQROLWKLF 3RZHU 6\VWHPV 3036° LV D OHDGLQJ VHPLFRQGXFWRU FRPSDQ\ WKDW GHVLJQV
RXU FRUH VWUHQJWKY LQFOXGH GHHS VA\VWHP OHYHO DQG DSSOLFDWLRQV NQRZOHGJH VWU
FRPELQHG VWUHQJIJWKY HQDEOH XV WR GHOLYHU KLJKO\ LOWHJUDWHG PRQROLWKLF SURGXFW
LQ FRPSXWLQJ DQG VWRUDJH DXWRPRWLYH LQGXVWULDO FRPPXQLFDWLRQV DQG FRQVXPHU
V\VWHPV ZLWK JUHHQ SUDFWLFDO DQG FRPSDFW VROXWLRQV :H EHOLHYH WKDW ZH GLIIHUHC
PRUH HQHUJ\ HIILFLHQW PRUH DFFXUDWH ZLWK UHVSHFW WR SHUIRUPDQFH VSHFLILFDWLRQV
FROQOWLQXH WR LOWURGXFH QHZ SURGXFWYV ZLWKLQ RXU H[LVWLQJ SURGXFW IDPLOLHV DV ZH(

2XU SULQFLSDO H[HFXWLYH RIILFH LV ORFDWHG LQ .LUNODQG :DVKLQJWRQ :H KDYH RYHU
.RUHD 6LQJDSRUH DQG 7DLZDQ (XURSH SULPDULO\ LQ )UDQFH *HUPDQ\ 6SDLQ 6ZLW]JHUODQC

,QGXVWU\ 2YHUYLHZ

6HPLFRQGXFWRUV FRPSULVH WKH EDVLF EXLOGLQJ EORFNV RI HOHFWURQLF VI\VWHPV DQG HT
GLVFUHWH GHYLFHV VXFK DV LQGLYLGXDO WUDQVLVWRUV RU LQWHJUDWHG FLUFXLWV 3, &V’

FRPSOLFDWHG HOHFWURQLF FLUFXLW ,&V FDQ EH IXUWKHU GLYLGHG LQWR WKUHH SULPDU\ FD
PLFURSURFHVVRUV FDQ VWRUH RU SHUIRUP DULWKPHWLF IXQFWLRQV RQ GDWD WKDW LV UHS
VXFK DV WHPSHUDWXUH SUHVVXUH OLJKW VRXQG RU VSHHG ,Q DGGLWLRQ DQDORJ ,&V DC
HOHFWURQLF GHYLFHV OL[HG VLJQDO ,&V FRPELQH GLJLWDO DQG DQDORJ IXQFWLRQV RQWR D

$QDORJ DQG OL[HG 6LHQRG X\ BRHMWAM PDUNHW IRU KLJK SHUIRUPDQFH DQDORJ DQG PL[HG VLJ
E\ IXQFWLRQDOLW\ DQG SHUIRUPDQFH IDFWRUV ZKLFK LQFOXGH LQWHJUDWLRQ RI KLJKHU OH
DQG QRLVH 7KHUH DUH VHYHUDO NH\ IDFWRUV WKDW GLVWLQJXLVK WKH DQDORJ DQG PL[HG V
F\FOHV QXPHURXV PDUNHW VHJPHQWY WHFKQRORJ\ WKDW LV GLIILFXOW WR UHSOLFDWH UH:
HQJLQHHUV ORZHU FDSLWDO UHTXLUHPHQWY DQG GLYHUVLW\ RI HQG PDUNHWYVY :H KDYH WD
JURZWK RYHU WKH ORQJ WHUP FRPSDUHG WR WKH VHPLFRQGXFWRU LQGXVWU\ DV D ZKROH

(QG ODUNHWYV DQG $SSOLFDWLRQV

‘H GHVLJQ DQG GHYHORS RXU SURGXFWV IRU WKH FRPSXWLQJ DQG VWRUDJH DXWRPRWLYH 1
PDUNHW UHSUHVHQWLQJ WKH ODUJHVW SRUWLRQ RI RXU UHYHQXH LQ 7KH IROORZLQJ WDE
PDUNHWVY FROQWULEXWLRQ DV D SHUFHQWDJH RI RXU WRWDO UHYHQXH

SHUFHQWDJH RI 7TRWDO 5HYHQXH

(QG ODUNHWV $SSOLFDWLRQV

&RPSXWLQJ BBQW\RUDJH QHWZRUNV FRPSXWHUV DQG QRWHERRNYV

VWRUDJH SULQWHUV VHUYHUY DQG ZRUNVWDWLRQV

$XWRPRWLYHQIRWDLQPHQW VDIHW\ DQG FRQQHFWLYLW\
DSSOLFDWLRQV

,QGXVWULDO3RZHU VRXUFHVY VHFXULW\ SRLQW RI VDOH V\VWHPYV
VPDUW PHWHUV DQG RWKHU LQGXVWULDO HTXLSPHQW

&RPPXQLFDWLRQ®ZRUNLQJ DQG WHOHFRPPXQLFDWLRQ
LQIUDVWUXFWXUH URXWHUV DQG PRGHPV ZLUHOHVV
DFFHVV SRLQWY DQG YRLFH RYHU ,3

&RQVXPHU 6HW WRS ER[HV PRQLWRUV JDPLQJ OLJKWLQJ
FKDUJHUV KRPH DSSOLDQFHVY FHOOXODU KDQGVHWYV
ZHDUDEOHV GLJLWDO YLGHR SOD\HUV *36 WHOHYLVLRQV
VWHUHRV DQG FDPHUDV
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BURGXFW )DPLOLHV

2XU SURSULHWDU\ SURFHVV WHFKQRORJLHY HQDEOH XV WR GHVLJQ DQG GHOLYHU VPDOOHU
DUH DSSOLFDEOH DFURVYV D ZLGH UDQJH RI DQDORJ DSSOLFDWLRQV ZLWKLQ WKH FRPSXWLQJ
IDPLOLHY DUH GLITHUHQWLDWHG ZLWK UHVSHFW WR WKHLU KLJK GHJUHH RI LQWHJUDWLRQ DQ
FRPSHWLQJ VROXWLRQV 2XU NH\ SURGXFW IDPLOLHVY LQFOXGH WKH IROORZLQJ

'LUHFW &XUUHQW 3'& '"WWR&BURKRGOIUMYVXVHG WR FRQYHUW DQG FRQWURO YROWDJHV ZLWKLQ

GHYLFHY ZLUHOHVYV /$1 DFFHVV SRLQWYVY FRPSXWHUV DQG QRWHERRNV PRQLWRUV LQIRWDL!

GLIIHUHQWLDWHG LQ WKH PDUNHW SDUWLFXODUO\ ZLWK UHVSHFW WR WKHLU KLJK GHJUHH RI

IRRWSULQW 7KHVH IHDWXUHV DUH LPSRUWDQW WR RXU FXVWRPHUV DV WKH\ UHVXOW LQ IHZH

ORZHU VA\VWHP FRVW DQG LQFUHDVHG UHOLDELOLW\ WKURXJK WKH HOLPLQDWLRQ RI PDQ\ GLV
DQG RI RXU WRWDO UHYHQXH LQ DQG UHVSHFWLYHO\

/ILIKWLQJ &RQWURIKWUREBE XRWWURO ,&V DUH XVHG LQ EDFNOLJKWLQJ DQG JHQHUDO LOOXPLQD
WKDW SURYLGH WKH OLJKW VRXUFH IRU /&' SDQHOV W\SLFDOO\ IRXQG LQ FRPSXWHUV DQG QR
W\SLFDOO\ HLWKHU ZKLWH OLJKW HPLWWLQJ GLRGH OLJKWLQJ VRXUFHV RU FROG FDWKRGH IO
WRWDO UHYHQXH LQ DQG UHVSHFWLYHO\

,Q WKH IXWXUH ZH SODQ WR FRQWLQXH WR LQWURGXFH DGGLWLRQDO QHZ SURGXFWV ZLWKLQ
DFKLHYH UHYHQXH JURZWK ZLOO GHSHQG LQ SDUW XSRQ RXU DELOLW\ WR HQWHU QHZ PDUNH)\
PDUNHWY H[SDQG RXU FXVWRPHU EDVH DQG FRQWLQXH WR VHFXUH PDQXIDFWXULQJ FDSDFLYV

&XVWRPHUV 6DOHV DQG ODUNHWLQJ

‘H VHOO RXU SURGXFWV WKURXJK WKLUG SDUW\ GLVWULEXWRUV YDOXH DGGHG UHVHOOHUV I
PDQXIDFWXUHUV 32'0V~ HOHFWURQLF PDQXIDFWXULQJ VHUYLFH 3(06° SURYLGHUV DQG RWK
DJUHHPHQWYV ZLWK XV ZKLFK DOORZ WKH GLVWULEXWRUV WR VHOO RXU SURGXFWV WR HQG F
UHVHOOHUV PD\ VHFRQG VRXUFH RXU SURGXFWY DQG SURYLGH RWKHU VHUYLFHVY WR FXVWRF
DQG (06 SURYLGHUV W\SLFDOO\ SURYLGH PDQXIDFWXULQJ VHUYLFHV IRU 2(0V DQG RWKHU HOI

6DOHV WR RXU ODUJHVW GLVWULEXWRU DFFRXQWHG IRU RI RXU WRWDO UHYHQXH LQ
WRWDO UHYHQXH LQ DQG LQ 1R RWKHU GLVWULEXWRUV RU HQG FXVWRPHUV DFFRXQ
SUHVHQWHG

&XUUHQW GLVWULEXWLRQ DJUHHPHQWY ZLWK VHYHUDO RI RXU PDMRU GLVWULEXWRUV SURYL
DQG GHYHORS D PDUNHW IRU RXU SURGXFWYV 7KHVH DJUHHPHQWY SURYLGH WKDW SD\PHQW IF
LQYRLFH ,Q DGGLWLRQ ZH DOORZ IRU OLPLWHG VWRFN URWDWLRQ LQ FHUWDLQ DJUHHPHQWYV

‘H KDYH VDOHV RIILFHV ORFDWHG LQ &KLQD ,QGLD -DSDQ .RUHD 6LQJDSRUH 7DLZDQ WKH !
WHFKQLFDO VDOHY DQG DSSOLFDWLRQV HQJLQHHULQJ HIIRUW ZKHUH ZH DVVLVW RXU FXVWRF
DSSOLFDWLRQV HQJLQHHUV ZKR ZRUN GLUHFWO\ ZLWK RXU FXVWRPHUVY HQJLQHHUV LQ WKH

%HFDXVH RXU VDOHVY DUH SULPDULO\ ELOOHG DQG SD\DEOH LQ 8QLWHG 6WDWHYVY GROODUV R>
D PDMRULW\ RI RXU UHYHQXH LV DWWULEXWDEOH WR VDOHV WR FXVWRPHUV LQ $VLD FKDQJH
DQG RXU UHYHQXH IURP VDOHV WR FXVWRPHUV LQ $VLD ZDV DQG UHVSHFWLYH

2XU VDOHY DUH PDGH SULPDULO\ SXUVXDQW WR VWDQGDUG LQGLYLGXDO SXUFKDVH RUGHUYV
VKLSSHG %HFDXVH RUGHUV LQ EDFNORJ DUH VXEMHFW WR FDQFHOODWLRQ RU SRVWSRQHPH
DQ\ VXFFHHGLQJ SHULRG ZH EHOLHYH WKDW RXU EDFNORJ LV QRW QHFHVVDULO\ D UHOLDEO'
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2XU PDQXIDFWXULQJ OHDG WLPHV DUH JHQHUDOO\ WR ZHHNV DQG ZH RIWHQ EXLOG LQYHC(
7KLV VXEMHFWV XV WR FHUWDLQ ULVNV PRVW QRWDEO\ WKH SRVVLELOLW\ WKDW VDOHV ZLO(
LQYHQWRU\ H[LVWV LW PD\ EH QHFHVVDU\ IRU XV WR VHOO LW DW D VXEVWDQWLDO GLVFRXQ!
DITHFW RXU SURILW PDUJLQV ,Q DGGLWLRQ LQ UHVSRQVH WR PDUNHW FRQGLWLRQV ZH PD\\
OHYHOV LI ZH XQGHUHVWLPDWH WKH GHPDQG IRU RXU SURGXFWYV

‘H RSHUDWH LQ WKH F\FOLFDO VHPLFRQGXFWRU LQGXVWU\ ZKHUH WKHUH LV VHDVRQDO GHPD(
LQGXVWU\ GRZQWXUQV ZH KDYH WDUJHWHG SURGXFW DQG PDUNHW DUHDV WKDW ZH EHOLHY

5HVHDUFK DQG 'HYHORSPHQW

‘H KDYH DVVHPEOHG D TXDOLILHG WHDP RI HQJLQHHUYV SULPDULO\ LQ &KLQD 6SDLQ 7DLZDQ D
7TKURXJK RXU UHVHDUFK DQG GHYHORSPHQW HIIRUWYV ZH KDYH GHYHORSHG D FROOHFWLRQ Fk
DQG PDUNHWYV 7KHVH LQFOXGH WKH GHYHORSPHQW RI KLJK HIILFLHQF\ SRZHU GHYLFHV WKH
GHYHORSPHQW RI SURSULHWDU\ VHPLFRQGXFWRU SURFHVV WHFKQRORJLHV

2XU UHVHDUFK DQG GHYHORSPHQW HIIRUWY DUH JHQHUDOO\ WDUJHWHG DW WKUHH DUHDV V
DUHD RI VI\VWHPV DUFKLWHFWXUH ZH DUH H[SORULQJ QHZ ZD\V RI VROYLQJ RXU FXVWRPHUVS
LQ QHZ PDUNHWY DQG DSSOLFDWLRQV WKDW DOLJQ ZHOO ZLWK RXU FRUH FDSDELOLWLHV ,Q V
Rl SURGXFWYV DQG DGGLQJ QHZ IHDWXUHV WR RXU SURGXFWV ,Q WKH DUHD RI SURFHVV WHF
HGJH DQDORJ SRZHU SURFHVVHV IRU RXU QH[W JHQHUDWLRQ RI LQWHJUDWHG FLUFXLWV 3UF

3IDWHQWY DQG ,QWHOOHFWXDO 3URSHUW\ ODWWHUV

‘H UHO\ RQ RXU SURSULHWDU\ WHFKQRORJLHV ZKLFK LQFOXGH ERWK RXU SURSULHWDU\ FLUI
2XU IXWXUH VXFFHVV DQG FRPSHWLWLYH SRVLWLRQ GHSHQG LQ SDUW XSRQ RXU DELOLW\ WEk

,Q JHQHUDO ZH KDYH HOHFWHG WR SXUVXH SDWHQW SURWHFWLRQ IRU DVSHFWV RI RXU FLU
SURFHVV WHFKQRORJLHV E\ PDLQWDLQLQJ WKRVH SURFHVV WHFKQRORJLHVY DV WUDGH VHFUF
ZKLFK SDWHQWY KDYH EHHQ LVVXHG LQ WKH 8QLWHG 6WDWHYV 2XU LVVXHG SDWHQWY DUH
RXU EXVLQHVV EXW ZH GR QRW UHO\ RQ DQ\ RQH SDUWLFXODU SDWHQW IRU RXU VXFFHVV :
SURYLVLRQV DV ZHOO DV RXU HPSOR\HHVY FRPPLWPHQW WR FRQILGHQWLDOLW\ DQG OR\DOW
RXU WUDGHPDUNYV DV ZH GHHP DSSURSULDWH :H KDYH QRW UHJLVWHUHG DQ\ RI RXU FRS\ULJ
SUHFDXWLRQV WKDW ZH WDNH LW PD\ EH SRVVLEOH IRU XQDXWKRUL]JHG WKLUG SDUWLHV WF
LQIRUPDWLRQ WKDW ZH UHJDUG DV SURSULHWDU\ 7KHUH FDQ EH QR DVVXUDQFH WKDW WKH
DSSOLFDWLRQV ZLOO OHDG WR LVVXHG SDWHQWYV WKDW RWKHUV ZLOO QRW GHYHORS RU SD\
LQYDOLGDWHG RU FLUFXPYHQWHG E\ RWKHUV )XUWKHUPRUH WKH ODZV RI WKH FRXQWULHYV |
SURGXFWY DQG LQWHOOHFWXDO SURSHUW\ ULJKWV WR WKH VDPH H{WHQW DV ODZV LQ WKH 8
KDUP RXU EXVLQHVYV

7KH VHPLFRQGXFWRU LQGXVWU\ LV FKDUDFWHUL]HG E\ IUHTXHQW FODLPV RI LQIULQJHPHQW D
LV DQ RQJRLQJ ULVN LQ SDUW EHFDXVH RWKHU FRPSDQLHV LQ RXU LQGXVWU\ FRXOG KDYH S
PD\ EH QHFHVVDU\ WR HQIRUFH RXU LQWHOOHFWXDO SURSHUW\ ULJKWY DQG ZH PD\ KDYH WF
DQG PD\ GLYHUW RXU PDQDJHPHQW UHVRXUFHV )XUWKHU ZH KDYH DJUHHG WR LQGHPQLI\ FHI
LQIULQJHPHQW E\ RXU SURGXFWV ,Q WKH HYHQW DQ\ WKLUG SDUW\ ZHUH WR PDNH DQ LQIULQ
SURGXFWV FRXOG EH UHTXLUHG WR LQGHPQLI\ RXU FXVWRPHUV RU VXSSOLHUV RU FRXOG SI
DQG ZH DUH XQDEOH WR REWDLQ QHFHVVDU\ OLFHQVHV RU RWKHU ULJKWV RQ DFFHSWDEOH
PDNLQJ WKH LQIULQJLQJ SURGXFW ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU




7DEOH RI &RQWHQWYV
ODQXIDFWXULQJ

‘H XWLOL]JH D IDEOHVV EXVLQHVV PRGHO ZRUNLQJ ZLWK WKLUG SDUWLHYV WR PDQXIDFWXUH D
GHVLJQ UHVRXUFHVY RQ RXU VWUHQJWKY DQG WR UHGXFH RXU IL[HG FRVWY DQG FDSLWDO HI:
SURFHVV WHFKQRORJLHY DQG GHVLJQ UXOHV HVWDEOLVKHG E\ WKHLU IRXQGU\ SDUWQHUV |
IRXQGU\ SDUWQHUV WR LQVWDOO RXU WHFKQRORJLHYVY RQ WKHLU HTXLSPHQW LQ WKHLU IDFLC
SURFHVV KDV KLVWRULFDOO\ UHVXOWHG LQ IDYRUDEOH \LHOGY DQG SURGXFW SHUIRUPDQFH

‘H FXUUHQWO\ FRQWUDFW ZLWK VHYHUDO VXSSOLHUV WR PDQXIDFWXUH RXU ZDIHUV LQ IRXQG
WKH\ DUH VKLSSHG WR RXU IDFLOLW\ LQ &KHQJGX &KLQD IRU ZzDIHU VRUW ZKLFK LV D WHVWI
WKHQ DVVHPEOHG DQG SDFNDJHG E\ LQGHSHQGHQW VXEFRQWUDFWRUYV LQ &KLQD DQG 0DOD\\
WR RWKHU WXUQNH\ SURYLGHUV ZKR SHUIRUP ILQDO WHVWLQJ EDVHG RQ RXU VWDQGDUGV S

‘H KDYH D VIXDUH IRRW PDQXIDFWXULQJ IDFLOLW\ ORFDWHG LQ &KHQJGX &KLQD ZKLFK |
RYHUKHDG FRVWVY :H KDYH H[SDQGHG RXU SURGXFW WHVWLQJ FDSDELOLWLHV LQ WKLV IDFLC
RXU PDQXIDFWXULQJ VXSSRUW DQG HQJLQHHULQJ RSHUDWLRQV

&RPSHWLWLRQ

7KH DQDORJ DQG PL[HG VLJQDO VHPLFRQGXFWRU LQGXVWU\ LV KLIKO\ FRPSHWLWLYH DQG ZH
H[SDQG RXU EXVLQHVV ZLOO GHSHQG RQ RXU DELOLW\ WR FRQWLQXH WR UHFUXLW ERWK DSS
SURGXFWYVY DQG RXU DELOLW\ WR PDLQWDLQ WKH UDWH DW ZKLFK ZH LQWURGXFH WKHVH QHZ
RI D SURGXFW :H FRPSHWH ZLWK GRPHVWLF DQG LQWHUQDWLRQDO VHPLFRQGXFWRU FRPSDQ
WR SXUVXH HQJLQHHULQJ PDQXIDFWXULQJ PDUNHWLQJ DQG GLVWULEXWLRQ RI WKHLU SURC
WKHP WR PRUH HITHFWLYHO\ PDUNHW DQG VHOO WR FXVWRPHUV :H DUH LQ GLUHFW DQG DFWL
PDQXIDFWXUHUV RI VXFK SURGXFWV Rl YDU\LQJ VL]H DQG ILQDQFLDO VWUHQJWK :H FRQVLGF
,QWHJUDWHG 3URGXFWV 1;3 6HPLFRQGXFWRUV 21 6HPLFRQGXFWRU 3RZHU ,QWHJUDWLRQV 5

‘H H[SHFW FRQWLQXHG FRPSHWLWLRQ IURP H[LVWLQJ FRPSHWLWRUV DV ZHOO DV FRPSHWLWLR
LQ WKH PDUNHWYV LQ ZKLFK ZH VHOO SDUWLFXODUO\ EHFDXVH RXU ,&V W\SLFDOO\ DUH VPDOO
IXQFWLRQDOLWLHY DQG DFKLHYH KLJK SHUIRUPDQFH VSHFLILFDWLRQV DW ORZHU SULFH SRLC(
FRQWLQXH WR FRPSHWH IDYRUDEO\ RU WKDW ZH ZLOO EH VXFFHVVIXO LQ WKH IDFH RI LQFUH
FRPSHWLWRUV RU QHZ FRPSDQLHVY HQWHULQJ WKLV PDUNHW ,Q DGGLWLRQ WKHUH KDV UHFH
DFTXLVLWLRQV DUH VXFFHVVIXO FRPSHWLWLRQ PD\ LQWHQVLI\ DQG RXU FRPSHWLWRUV PD\

6HDVRQDOLW\

2XU UHYHQXH DQG RSHUDWLQJ UHVXOWY WHQG WR YDU\ VHDVRQDOO\ +LVWRULFDOO\ RX
DOWKRXJK YDULRXV IDFWRUV VXFK DV PDUNHW FRQGLWLRQV DQG WKH WLPLQJ RI NH\ SURGX

*RYHUQPHQW 5HJXODWLRQYV

‘H DUH VXEMHFW WR LQWHUQDWLRQDO IHGHUDO DQG ORFDO OHJLVODWLRQ UHJXODWLRQV |
WUHDWPHQW WUDQVSRUW DQG GLVSRVDO RI KDJDUGRXV ZDVWHV UHF\FOLQJ DQG SURGXFW
ZRUNIRUFH DQG WKH PDQDJHPHQW RI RXU PDQXIDFWXULQJ RSHUDWLRQV :H EHOLHYH WKDW F
HQYLURQPHQWDO ODZV DQG ZRUNHU KHDOWK DQG VDIHW\ ODZzZV




7DEOH RI &RQWHQWYV

‘H DUH DOVR VXEMHFW WR LPSRUW H[SRUW FRQWUROV WDULIIV DQG RWKHU WUDGH UHODWH
EXVLQHVYVY ,Q UHFHQW \HDUV WKHVH FRQWUROV WDULIIV UHJXODWLRQV DQG UHVWULFWLR
LQFOXGLQJ RXU DELOLW\ WR VHOO SURGXFWYV DQG WR PDQXIDFWXUH RU VRXUFH FRPSRQHQW

*RYHUQPHQW UHJXODWLRQV FDQ EH FRPSOH[ DQG DUH VXEMHFW WR FKDQJH LQ WKH IXWXUH

IXWXUH UHTXLUHPHQWY 2XU HIIRUWYV WR FRPSO\ ZLWK WKHVH JRYHUQPHQW UHJXODWLRQV FF
UHVRXUFH DOORFDWLRQ FRPSHWLWLYH SRVLWLRQ RU ILQDQFLDO FRQGLWLRQ WKRXJK WKH I
3,WHP $ 5LVN )DFWRUV™ IRU IXUWKHU GLVFXVVLRQ RI PDWHULDO ULVNV UHODWHG WR JRYHUQ
UHVWULFWLRQV LQFOXGLQJ WDULIIV RQ LPSRUWYV RI IRUHLJQ JRRGV DQG UHJXODWLRQV UHV\

+XPDQ &DSLWDO

2XU SHUIRUPDQFH LV VXEVWDQWLDOO\ GHSHQGHQW RQ WKH SHUIRUPDQFH RI RXU H[HFXWLYH

DQDORJ DQG PL[HG VLJQDO ,&V RXU HQJLQHHUV JHQHUDOO\ KDYH PDQ\ \HDUV RI H[SHULHQFH
OLPLWHG LQ QXPEHU DQG GLIILFXOW WR UHSODFH 7KH ORVV RI WKH VHUYLFHV RI NH\ RIILFHU'
EXVLQHVV 2XU IXWXUH VXFFHVV GHSHQGV LQ SDUW RQ RXU DELOLW\ WR DWWUDFW WUDLQ

VXFFHVVIXO LQ DWWUDFWLQJ DQG UHWDLQLQJ VXFK SHUVRQQHO 2XU HPSOR\HHV DUH QRW UI
ZRUN VWRSSDJH RU VWULNH $V RI 'HFHPEHU ZH HPSOR\HG HPSOR\HHV SULPDULO\ OR
HPSOR\HHV DV RI '"HFHPEHU

&RPSHWLWLRQ IRU WDOHQW LQ WKH VHPLFRQGXFWRU LQGXVWU\ LV VWURQJ DQG FRPSHQVDW
JURZWK DQG RXU QHHG WR DWWUDFW WDOHQWHG HPSOR\HHV ZLWK D EURDG UDQJH RI VNLOO"
HPSOR\HHV WR LOQYHVW LQ RXU IXWXUH 2XU HPSOR\HH EHQHILWY SURJUDPV LQFOXGH D FRPEI
KHDOWK LQVXUDQFH DQG RWKHU SODQ EHQHILWYV

H DUH DQ HTXDO RSSRUWXQLW\ HPSOR\HU DQG ZH PDNH HPSOR\PHQW GHFLVLRQV EDVHG RQ
HQYLURQPHQW IRU DOO RXU ZRUNHUV 2XU :RUNHU +HDOWK DQG 6DIHW\ 30DQ LV FHUWLILHG W
KHDOWK DQG vDIHW\ :H EHOLHYH WKDW FHUWLI\LQJ WR WKHVH VWDQGDUGY HQDEOHV RXU FF
KHDOWK LVVXHV




7DEOH RI &RQWHQWYV
$YDLODEOH ,QIRUPDWLRQ

2XU $QQXDO 5HSRUWVY RQ )RUP . 4XDUWHUO\ 5HSRUWV RQ )RUP 4 FXUUHQW UHSRUWV RQ
WR 6HFWLRQV D RU G RI WKH 6HFXULWLHV ([FKDQJH $FW RI DV DPHQGHG DUH DYDLOI
ZZZ PRQROLWKLFSRZHU FRP XQGHU 3, QYHVWRU 5HODWLRQV" DV VRRQ DV UHDVRQDEO\ SUDFWL
DW WKH 6(& ZHEVLWH DW ZZZ VHF JRY :H DOVR PDNH DYDLODEOH RQ RXU ZHEVLWH WKH FKDU\
JRYHUQDQFH FRPPLWWHH RXU FRGH RI HWKLFV RXU GLUHFWRU YRWLQJ SROLF\ DQG RXU FR(
DPHQGPHQWY WR RU ZDLYHUV IURP RXU FRGHV RI EXVLQHVV FRQGXFW RXU FRGH RI VRFLD(
,QIRUPDWLRQ FRQWDLQHG RQ RXU ZHEVLWH LV QRW D SDUW RI WKLY $QQXDO 5HSRUW RQ )RUF

,QIRUPDWLRQ $ERXW ([HFXWLYH 2IILFHUV

,QIRUPDWLRQ UHJDUGLQJ RXU H[HFXWLYH RIILFHUV DV RI ODUFK LV DV IROORZV
1DPH $JH SRVLWLRQ
OLFKDHO +VLQJ BUHVLGHQW &KLHI ([HFEXWLYH 2IILFHU DQG 'LUHFWRU
%HUQLH %OHJHQ 9LFH 3UHVLGHQW DQG &KLHI )LQDQFLDO 2IILFHU
'"HPLQJ ;LDR BUHVLGHQW RI $VLD 2SHUDWLRQV
ODXULFH 6FLDPPDV 6HQLRU 9LFH 3UHVLGHQW RI :RUOGZLGH 6DOHV DQG ODUNHWLQJ
6DULD 7VHQJ 9LFH BUHVLGHQW 6WUDWHIJLF &RUSRUDWH '"HYHORSPHQW *HQHUDO &R

OLFKDHOKDMYBHUYHG RQ RXU %RDUG RI 'LUHFWRUYV DQG KDV VHUYHG DV RXU 3UHVLGHQW DQG
036 OU +VLQJ ZzDV D 6HQLRU 6LOLFRQ 7THFKQRORJ\ '"HYHORSHU DW VHYHUDO DQDORJ ,& FRPSL
VWDQGDUGY LQ WKH SRZHU HOHFWURQLFV LQGXVWU\ 0U +VLQJ LV DQ LQYHQWRU RQ QXPHUF
PDOXIDFWXULQJ OU +VLQJ KROGV D % 6 ( ( IURP WKH 8QLYHUVLW\ Rl )ORULGD

%HUQLH RODOVMHVHQYHG DV RXU &KLHI )LQDQFLDO 2IILFHU VLQFH -XO\ DQG LV UHVSRQVLEOH 1|
WR -XQH oU %$OHJHQ VHUYHG DV RXU &RUSRUDWH &RQWUROOHU 3ULRU WR MRLQLQJ 03
SXEOLFO\ WUDGHG WHFKQRORJ\ FRPSDQLHV LQFOXGLQJ ;LOLQ[ ,QF DQG &UHGHQFH 6\VWHPYV

'"HPLQJ ;KDR VHUYHG DV RXU 3UHVLGHQW RI $VLD 2SHUDWLRQV VLQFH -DQXDU\ 6LQFH MRL!
JRXQGU\ ODQDJHU DQG 6HQLRU 9LFH 3UHVLGHQW RI 2SHUDWLRQV %HIRUH MRLQLQJ 036 IURP -
6HPLFRQGXFWRU ODQXIDFWXULQJ ,QF 3ULRU WR WKDW O0OU ;LDR VSHQW VL[ \HDUV DV WKH 0D
KROGV D % 6 LQ 6HPLFRQGXFWRU 3K\VLFV IURP 6LFKXDQ 8QLYHUVLW\ &KHQJGX &KLQD DQG D

ODXULFH 6FKIDWRBVYYHG DV RXU 6HQLRU 9LFH 3UHVLGHQW RI :RUOGZLGH 6DOHY DQG ODUNHWLQ
BUHVLGHQW RI BURGXFWY DQG 9LFH B3UHVLGHQW RI 6DOHV H[FOXGLQJ JUHDWHU &KLQD XQWL(
BURGXFWV DW 6XSHUWH[ IURP WR +H KDV DOVR KHOG SRVLWLRQV DW OLFUHO ,QF +H K

6DULD K\DH/QVHUYHG DV RXU 9LFH 3UHVLGHQW *HQHUDO &RXQVHO DQG &RUSRUDWH 6HFUHWDU'
'"HYHORSPHQW VLQFH OV 7VHQJ MRLQHG WKH &RPSDQ\ IURP O0D;;DQ 6\VWHPV ,QF ZKHUH VI
oV 7VHQJ zDV DQ DWWRUQH\ DW *UD\ &DU\ :DUH )UHLGHQULFK //3 DQG -RQHV 'D\ 5HDYLV 3
<RUN DQG LV D PHPEHU RI WKH EDU DVVRFLDWLRQ RI WKH 5HSXEOLF RI &KLQD 7DLZDQ OV 7V
JOREDO OHDGHU LQ KLJK SHUIRUPDQFH VHUYHU WHFKQRORJ\ 0V 7VHQJ KROGV 0DVWHUV RI /L
8QLYHUVLW\ LQ 7DLSHL




7DEOH RI &RQWHQWYV
,7(0 $ 5,6.)$&7256

2XU EXVLQHVV LQYROYHV QXPHURXV ULVNV DQG XQFHUWDLQWLHV <RX VKRXOG FDUHIXOO\ FR
$QQXDO 5HSRUW RQ )RUP . DQG RWKHU ILOLQJV ZLWK WKH 6(& LQ HYDOXDWLQJ RXU EXVLQH)
RSHUDWLQJ UHVXOWV DQG JURZWK SURVSHFWV ZRXOG OLNHO\ EH PDWHULDOO\ DQG DGYHUV
\RX FRXOG ORVH DOO RU SDUW RI \RXU LQYHVWPHQW LQ RXU FRPPRQ VWRFN 2XU SDVW ILQDC
SHUIRUPDQFH DQG LQYHVWRUV VKRXOG QRW XVH KLVWRULFDO WUHQGVY WR DQWLFLSDWH UH
DFWXDO UHVXOWYV PD\ GLIITHU VXEVWDQWLDOO\ IURP WKRVH GLVFXVVHG LQ WKHVH IRUZDUG C
5LVN )DFWRUV 6XPPDU\

7KH IROORZLQJ VXPPDU\ GHVFULSWLRQ VHWYV IRUWK DQ RYHUYLHZ RI WKH PDWHULDO ULVNV Z
SXUSRUW WR EH FRPSOHWH DQG LV TXDOLILHG LQ LWV HQWLUHW)\ E\ UHIHUHQFH WR WKH IX0O
WWRHDG WKH IXO0 ULVN IDFWRU GLVFXVVLRQ FDUHIXOO\

2XU UHYHQXH DQG H[SHQVHY DUH GLIILFXOW WR SUHGLFW KDYH YDULHG VLJQLILFDQWO\ LQ V
XQFHUWDLQWLHY PDQ\ Rl ZKLFK DUH EH\RQG RXU FRQWURO $V D UHVXOW ZH PD\ QRW EH SI
ILQDQFLDO FRQGLWLRQ DV ZHOO DV \RXU LQYHVWPHQW LQ RXU FRPPRQ VWRFN FRXOG EH PD\

+ WKH HIIHFW RI HSLGHPLFV DQG SDQGHPLFV VXFK DV WKH &29," SDQGHPLF RQ RXU EXVLQ
i FKDQJHV LQ JHQHUDO HFRQRPLF FRQGLWLRQV LQ WKH FRXQWULHYV ZKHUH RXU SURGXFWV I

I RXU GHSHQGHQFH RQ WKH $VLDQ PDUNHWYV IRU RXU FXVWRPHU EDVH DQG RXU VLJQLILFI
UHIJXODWRU\ HFRQRPLF IRUHLJQ FXUUHQF\ DQG RSHUDWLRQDO ULVNV

I WKH LPSDFW RI HIWHQVLYH &KLQHVH JRYHUQPHQW UHJXODWLRQ RQ XV DQG RXU PDQXIDFW

+ FKDQJHV LQ LQWHUQDWLRQDO WUDGH SROLF\ VXFK DV WDULIIV RQ LPSRUWV RI IRUHLJQ JI
&KLQD

+ DGYHUVH PRYHPHQWV LQ IRUHLJQ H[FKDQJH UDWHV LQFOXGLQJ WKH 5HQPLQEL
+ RXU DELOLW\ WR H[SHULHQFH JURZ UDWHV FRPSDUDEOH WR SDVW \HDUV

i FKDQJHV LQ JHQHUDO GHPDQG IRU HOHFWURQLF SURGXFWYV DV D UHVXOW RI ZRUOGZLGH PI
ZH VHUYH

i RXU DELOLW\ WR DFFXUDWHO\ IRUHFDVW VDOHVY DQG H[SHQVHV GXH WR WKH QDWXUH RI R
$ RXU DQG RXU FRPSHWLWRUVY DELOLW\ WR WLPHO\ GHYHORS DQG LOQWURGXFH QHZ SURGXF
I RXU GHSHQGHQF\ RQ D OLPLWHG QXPEHU RI FXVWRPHUV LQFOXGLQJ GLVWULEXWRUV IRU I
SRWHQWLDO SURGXFW OLDELOLW\ ULVNV GXH WR GHIHFWV RU IDLOXUHYVY WR PHHW VSHFLILI

OHQJWK\ VDOHV F\FOHV IRU RXU SURGXFWY EDODQFHG DJDLQVW WKH IL[HG QDWXUH RI D

H =+

DYDLODELOLW\ RI DGHTXDWH PDQXIDFWXULQJ FDSDFLW\ IURP RXU VXSSOLHUV DQG RXU DE

LQFUHDVHV LQ XQDQWLFLSDWHG FRVWY DV D UHVXOW RI LQFUHDVLQJ PDQXIDFWXULQJ FD!

+H

RXU GHSHQGHQF\ RQ WKLUG SDUW\ VXSSOLHUV IRU ZDIHU SXUFKDVHV DQG SRWHQWLDO LC

RXU DELOLW\ WR GHOLYHU SURGXFWV RQ D WLPHO\ EDVLY GXH WR GLVUXSWLRQV LQ RXU 1

H =+

RXU DELOLW\ WR PDQDJH RXU LQYHQWRU\ OHYHOV LQFOXGLQJ WKH OHYHOV RI LQYHQWRU!

I LQFUHDVHV LQ PDQOXIDFWXULQJ FRVWV GXH WR FRPPRGLW\ SULFH LQFUHDVHYV




7DEOH RI &RQWHQWYV

i WKH KLJKO\ F\FOLFDO QDWXUH RI WKH VHPLFRQGXFWRU LQGXVWU\ DQG LQFUHDVHG FRPSt
+ FRPSHWLWLRQ IURP FRPSDQLHV ZLWK JUHDWHU ILQDQFLDO DQG WHFKQRORJLFDO UHVRXUF
i WKH LPSDFW RI VIVWHP XSJUDGHV F\EHU DWWDFNV RU RWKHU V\VWHP VHFXULW\ GDWD S

¥ RXU VLIQLILFDQW LQYHVWPHQW RI UHVRXUFHV RQ UHVHDUFK DQG GHYHORSPHQW

 RXU DELOLW\ WR UHDOL]H WKH DQWLFLSDWHG EHQHILWV RI DQ\ EXVLQHVV DFTXLVLWLRQV

ULVNV DVVRFLDWHG ZLWK ILQDQFLDO UHSRUWLQJ LQFOXGLQJ WKH LPSDFW RI QHZ WD[ ODZ

+H

RXU IDLOXUH WR FRPSO\ ZLWK YDULRXV JRYHUQPHQWDO ODZV DQG UHJXODWLRQV

$ RXU DELOLW\ WR VXFFHVVIXOO\ GHIHQG RXUVHOYHV LQ OHJDO SURFHHGLQJV DQG SURWHF'
VXFK SURFHHGLQJV

+ WKH ORVV RI NH\ SHUVRQQHO DQG

$ ULVNV DVVRFLDWHG ZLWK RZQLQJ RXU VWRFN LQFOXGLQJ YRODWLOLW\ LQ RXU WUDGLQJ S
RXU GLYLGHQG SURJUDP DQG GLOXWLRQ IURP LVVXDQFH RI DGGLWLRQDO VKDUHYV

5LVNV $VVRFLDWHG ZLWK *OREDO 3DQGHPLFV RQ 2XU %XVLQHVV
7KH HITHFWV RI JOREDO SDQGHPLFV VXFK DV &29,"' FRXOG DGYHUVHO\ DITHFW RXU EXVLQHV\

‘H IDFH YDULRXV ULVNV UHODWHG WR HSLGHPLFV DQG SDQGHPLFV LQFOXGLQJ WKH JOREDO RX
2UJDQL]DWLRQ FKDUDFWHUL]JHG WKH &29," RXWEUHDN DV D SDQGHPLF 6LQFH WKHQ JRYHUC
VHFWRUV KDYH WDNHQ DFWLRQV LQ DQ HIIRUW WR FRPEDW WKH VSUHDG RI WKH GLVHDVH V
JRYHUQPHQW KDV GHFODUHG D VWDWH Rl HPHUJHQF\ RU VLPLODU GLVDVWHU GHFODUDWLRQ

RSHUDWLRQV KDYH HQDFWHG VKHOWHU LQ SODFH RU VLPLODU UHVWULFWLYH RUGHUV 7KHV
LQ WKH ILQDQFLDO PDUNHWYV ZKLFK FRXOG PDWHULDOO\ DQG DGYHUVHO\ DIIHFW RXU ILQDQFI
SDQGHPLF LV OLNHO\ WR UHVXOW LQ VXVWDLQHG PDUNHW WXUPRLO DQG FRXOG DGYHUVHO\ LI
EXVLQHVV ILOQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

7KH HIWHQW RI WKH LPSDFW RI WKH SDQGHPLF RQ RXU RSHUDWLRQDO DQG ILQDQFLDO SHUIRL
PDIJQLWXGH RI WKH SDQGHPLF DQG WKH HIIHFWV RQ RXU FXVWRPHUV HPSOR\HHV VXSSOLHU
VXVWDLQHG RU SURORQJHG RXWEUHDN FRXOG H[DFHUEDWH WKH DGYHUVH LPSDFW RQ RXU E:

¥ XQSUHGLFWDELOLW\ LQ GHPDQG SULFLQJ DQG FRVWYV IRU RXU SURGXFWYVY DQG ORVVHV RI
FDXVHG E\ WKH SDQGHPLF

¥ RXU DELOLW\ WR DFFXUDWHO\ IRUHFDVW RXU UHVXOWY RI RSHUDWLRQ LQFOXGLQJ SURGX

¥ QHIJDWLYH LPSDFWV RQ RXU EXVLQHVV RSHUDWLRQV LQFOXGLQJ UHGXFWLRQV RU GHOD\V
LQYHQWRU\ GXH WR FKDQJHV LQ IRUHFDVWHG GHPDQG DQG RXU RXWORRN RQ PDUNHW FR(

$ GLVUXSWLRQV WR RXU GLVWULEXWLRQ FKDQQHOV DQG VXSSO\ FKDLQ LQ FRQQHFWLRQ ZLV
SDQGHPLF

¥ IDFLOLW\ FORVXUHY DQG LQFUHDVHG FRVWY UHVXOWLQJ IURP ZRUN IURP KRPH DQG RWKHU
LPSDFW RI WKH SDQGHPLF DQG SURWHFW RXU HPSOR\HHVY KHDOWK DQG ZHOO EHLQJ DQG

¥ ORVVHV RQ RXU LQYHVWPHQWY GXH WR GHIDXOWV RQ SD\PHQWYV E\ WKH LVVXHUV ZULWH
SD\PHQWYV E\ RXU FXVWRPHUV




7DEOH RI &RQWHQWYV

‘H DUH ZRUNLQJ ZLWK RXU VWDNHKROGHUVY LQFOXGLQJ FXVWRPHUV VXSSOLHUV DQG HPSOR\
VLWXDWLRQ WR DVVHVV IXUWKHU SRVVLEOH LPSOLFDWLRQV WR RXU EXVLQHVV VXSSO\ FKD
VXFK GLVUXSWLRQ FRQWLQXH IRU DQ H[WHQGHG SHULRG RI WLPH RU LI DQG ZKHQ WKH SDQG
FRQVWUDLQHG E\ OLQJHULQJ HIIHFWV RI WKH SDQGHPLF LQFOXGLQJ OLPLWDWLRQV LPSRVHG
7KHVH HIIHFWV DORQH RU WDNHQ WRJHWKHU FRXOG KDYH D PDWHULDO DGYHUVH LPSDFW R

S5LVNWRFLDWH® BLWELILFDQW 2SHUDWLRQV LQ $VLD LQ 3DUWLFXODU &KLQD
2XU EXVLQHVYV KDV EHHQ DQG PD\ EH VLJQLILFDQWO\ LPSDFWHG E\ ZRUOGZLGH HFRQRPLF FR

,Q UHFHQW \HDUV JOREDO FUHGLW DQG ILQDQFLDO PDUNHWY H[SHULHQFHG GLVUXSWLRQV D(
DYDLODELOLW\ GHFOLQHV LQ FRQVXPHU FRQILGHQFH GHFOLQHV LQ HFRQRPLF JURZWK LQFU
XQFHUWDLQW\ DIITHFWV EXVLQHVVHYVY VXFK DV RXUV LQ D QXPEHU RI ZzD\V PDNLQJ LW GLIILFEX
FUHGLW LQ ILQDQFLDO PDUNHWY PD\ OHDG FRQVXPHUVY DQG EXVLQHVVHVY WR SRVWSRQH VSH(
IXWXUH RUGHUV ZLWK XV ,Q DGGLWLRQ ILQDQFLDO GLIILFXOWLHY H[SHULHQFHG E\ RXU VXS!
DOQG LQYHQWRU\ FKDOOHQJHV 9RODWLOLW\ LQ WKH FUHGLW PDUNHWY FRXOG VHYHUHO\ GLPLQ

'"HPDQG IRU RXU SURGXFWYV LV D IXQFWLRQ RI WKH KHDOWK RI WKH HFRQRPLHV LQ WKH 8QLWI
GXUDWLRQ RI DQ\ HFRQRPLF GLVUXSWLRQV VXFK DV WKRVH UHVXOWLQJ IURP WKH &29,' SD!(
GLIITHUHQW PDUNHWYV WKDW ZH VHUYH :H DOVR PD\ QRW DFFXUDWHO\ DVVHVV WKH LPSDFW R
RWKHU HFRQRPLF IDFWRUV KDYH KDG DQG PD\ LQ WKH IXWXUH KDYH D PDWHULDO DGYHUVH

,Q SDUWLFXODU VLQFH ZH KDYH VLJQLILFDQW RSHUDWLRQV LQ &KLQD RXU EXVLQHVV GHYHO
DGYHUVHO\ DIITHFWHG E\ VLJQLILFDQW SROLWLFDO VRFLDO DQG HFRQRPLF GHYHORSPHQWYV L(
SURVSHFWLYH FXVWRPHUV VXSSOLHUV GLVWULEXWRUV DQG SDUWQHUV LQ &KLQD ZKLFK FR
7TKHUH LV QR JXDUDQWHH WKDW HFRQRPLF GRZQWXUQV ZKHWKHU DFWXDO RU SHUFHLYHG D¢
RXWORRN LQ &KLQD ZLOO QRW RFFXU RU SHUVLVW LQ WKH IXWXUH WKDW WKH\ ZLOO QRW EH
FROQGLWLRQV DQ\ RI ZKLFK FRXOG PDWHULDOO\ DQG DGYHUVHO\ DITHFW RXU EXVLQHVV ILQD

‘H GHULYH PRVW RI RXU UHYHQXH IURP GLUHFW RU LQGLUHFW VDOHV WR FXVWRPHUV LQ $VLEL
UHJXODWRU\ HFRQRPLF IRUHLJQ H[FKDQJH DQG RSHUDWLRQDO ULVNYV

‘H GHULYH PRVW RI RXU UHYHQXH IURP FXVWRPHUV ORFDWHG LQ $VLD WKURXJK GLUHFW VDO
DJUHHPHQWYV ZLWK SDUWLHVY ORFDWHG LQ $VLD $V D UHVXOW ZH DUH VXEMHFW WR LQFUHD
HQGHG 'HFHPEHU RI RXU UHYHQXH ZDV IURP FXVWRPHUV LQ $VLD 7KHUH DUH ULVNYV

¥ FKDQJHV LQ RU LPSRVLWLRQV RI OHJLVODWLYH RU UHJXODWRU\ UHTXLUHPHQWY LQFOXGL
DQG JRYHUQPHQW DFWLRQ WR UHVWULFW RXU DELOLW\ WR VHOO WR IRUHLJQ FXVWRPHUV :

$ WUDGH UHVWULFWLRQV LQFOXGLQJ UHVWULFWLRQV LPSRVHG E\ WKH 8QLWHG 6WDWHV RQ
$ FXUUHQF\ H[FKDQJH UDWH IOXFWXDWLRQV LPSDFWLQJ LQWUD FRPSDQ\ WUDQVDFWLRQV

$ WKH IOXFWXDWLRQV LQ WKH YDOXH Rl WKH 8 6 'ROODU UHODWLYH WR RWKHU IRUHLJQ FXU
$+ WUDQVSRUWDWLRQ GHOD\V

$ FKDQJHV LQ WD[ UHJXODWLRQV LQ &KLQD WKDW PD\ LPSDFW RXU WD[ VWDWXV LQ &KHQJGX

¥ WDULIIV LPSRVHG E\ &KLQD DQG WKH 8QLWHG 6WDWHY WKDW PD\ LPSDFW RXU VDOHV




7DEOH RI &RQWHQWYV

$+ H[SRUW FRQWUROV WUDGH DQG HFRQRPLF VDQFWLRQV DQG UHJXODWLRQV DQG RWKHL
&KLQD

¥ PXOWL WLHUHG GLVWULEXWLRQ FKDQQHOV WKDW ODFN YLVLELOLW\ WR HQG FXVWRPHU SU
¥ LQOWHUQDWLRQDO SROLWLFDO UHODWLRQVKLSY DQG WKUHDWYV RI ZDU

¥ WHUURULVP DQG WKUHDWV RI WHUURULVP

f HSLGHPLFV DQG LOOQHVVHV VXFK DV WKH &29,' SDQGHPLF

¥ ZRUN VWRSSDJHV DQG LQIUDVWUXFWXUH SUREOHPV GXH WR DGYHUVH ZHDWKHU FRQGLWL
¥ ZRUN VWRSSDJHY UHODWHG WR HPSOR\HH GLVVDWLVIDFWLRQ

f HFRQRPLF VRFLDO DQG SROLWLFDO LQVWDELOLW\

¥ ORQJHU DFFRXQWV UHFHLYDEOH FROOHFWLRQ F\FOHV DQG GLIILFXOWLHV LQ FROOHFWLQJ
¥ HQIRUFLQJ FRQWUDFWY JHQHUDOO\ DQG

f OHVV HIIHFWLYH SURWHFWLRQ RI LQWHOOHFWXDO SURSHUW\ DQG FRQWUDFWXDO DUUDQJH

, ZH IDLO WR H[SDQG RXU FXVWRPHU EDVH DQG VLJQLILFDQWO\ UHGXFH WKH JHRJUDSKLF FR!
ZKLFK FRXOG PDWHULDOO\ DQG DGYHUVHO\ DIITHFW RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ Dt

‘H DQG RXU PDQXIDFWXULQJ SDUWQHUYV DUH RU ZLOO EH VXEMHFW WR H[WHQVLYH &KLQHVH J
JRYHUQPHQWY WKDW ZH DQG RXU PDQXIDFWXULQJ SDUWQHUV UHFHLYH PD\ EH UHGXFHG RU F
FRQGXFW DFWLYLWLHV LQ &KLQD

‘H KDYH PDQXIDFWXULQJ DQG WHVWLQJ IDFLOLWLHYV LQ &KLQD DQG PRVW RI RXU PDQXIDFWXU
DXWKRULW\ WR UHJXODWH WKH WHFKQRORJ\ LQGXVWU\ LQ &KLQD $GGLWLRQDOO\ &KLQDTV JF
&KLQD ,W H[HUFLVHV VLJQLILFDQW FRQWURO RYHU &KLQDTVY HFRQRPLF JURZWK WKURXJK WKF
REOLJDWLRQV VHWWLQJ PRQHWDU\ SROLF\ DQG SURYLGLQJ SUHIHUHQWLDO WUHDWPHQW WR

3HUVRQDO SULYDF\ F\EHU VHFXULW\ DQG GDWD SURWHFWLRQ DUH EHFRPLQJ LQFUHDVLQJO\
IDWLRQDO 3HRSOHTV &RQJUHVV SURPXOJDWHG WKH &\EHU 6HFXULW\ /DZ RI WKH 3HRSOHYfV 5H¢S
&\EHU 6HFXULW\ /DZ VHWV IRUWK YDULRXYVY UHTXLUHPHQWY UHODWLQJ WR WKH FROOHFWLRQ

DJHQFLHY DUH H[SHFWHG WR LVVXH DGGLWLRQDO UHJXODWLRQV LQ WKH IXWXUH WR GHILQH

FRPSOLDQFH :H FDQQRW DVVXUH \RX WKDW ZH ZLOO EH DEXH WR GRPI$ OWRZ EW RSO & LRV KNV W K ¥ H:
UHOHYDQW UHJXODWLRQV DQG SROLFLHV FRXOG UHVXOW LQ IXUWKHU FRVW DQG OLDELOLW\
FRVWV WR FRPSO\ ZLWK DQG RWKHU EXUGHQV LPSRVHG E\ WKH &\EHU 6HFXULW\ /DZ DQG UH
YHQGRUV DQG RWKHU VHUYLFH SURYLGHUV DV ZHOO DV RXU FXVWRPHUV FRXOG DGYHUVHO

$Q\ DGGLWLRQDO QHZ UHJXODWLRQV RU WKH DPHQGPHQW RU PRGLILFDWLRQ RI SUHYLRXVO\ L
EXVLQHVY SODQV LQFUHDVH RXU FRVWVYV RU OLPLW RXU DELOLW\ WR VHOO SURGXFWYVY DQG F

7KH &KLQHVH JRYHUQPHQW DQG SURYLQFLDO DQG ORFDO JRYHUQPHQWY DOVR KDYH SURYLG
VHPLFRQGXFWRU LQGXVWU\ LQ &KLQD 6XFK LQFHQWLYHV LQFOXGH WD[ UHEDWHVY UHGXFHG W
DYDLODEOH WR RXU PDQXIDFWXULQJ SDUWQHUV DQG WR XV ZLWK UHVSHFW WR RXU IDFLOLWL
DXWKRULWLHY DW DQ\ WLPH $Q\ VXFK UHGXFWLRQ RU HOLPLQDWLRQ RI LQFHQWLYHV FXUUH
DQG RSHUDWLQJ UHVXOWYV




7DEOH RI &RQWHQWYV

7KHUH DUH LQKHUHQW ULVNV DVVRFLDWHG ZLWK WKH RSHUDWLRQ RI RXU PDQXIDFWXULQJ DC
SURGXFW VKLSPHQWYV

‘H KDYH PDOQXIDFWXULQJ DQG WHVWLQJ IDFLOLWLHV LQ &KLQD :H IDFH WKH IROORZLQJ ULVNYV
¥ LQDELOLW\ WR KLUH DQG PDLQWDLQ D TXDOLILHG ZRUNIRUFH

f LQDELOLW\ WR PDLQWDLQ DSSURSULDWH DQG DFFHSWDEOH PDQXIDFWXULQJ FRQWUROV D(
¥ KLIJIKHU WKDQ DQWLFLSDWHG RYHUKHDG DQG RWKHU FRVWV RI RSHUDWLRQ

,] ZH DUH XQDEOH WR PDLQWDLQ RXU IDFLOLWLHV LQ &KLQD DW IXOO\ RSHUDWLRQDO VWDWXYV
PD\ LQFXU KLJKHU FRVWYVY WKDQ RXU FXUUHQW H[SHQVH OHYHOV ZKLFK ZRXOG DIIHFW RXU JU
VKLSPHQWY RXU EXVLQHVV DQG UHVXOWY RI RSHUDWLRQV ZRXOG EH DGYHUVHO\ DIIHFWHG

‘H DUH VXEMHFW WR H[SRUW ODzZV WUDGH SROLFLHY DQG UHVWULFWLRQV LQFOXGLQJ LQWH!I
RSHUDWLRQV

$v D JOREDO FRPSDQ\ KHDGTXDUWHUHG LQ WKH 8QLWHG 6WDWHV ZH DUH VXEMHFW WR 8 6 C
VHUYLFHY DQG PD\ UHVWULFW RXU WUDQVDFWLRQV ZLWK FHUWDLQ FXVWRPHUV EXVLQHVV S
HPSOR\HHV DQG VXEVLGLDULHVY ,Q FHUWDLQ FLUFXPVWDQFHV H[SRUW FRQWURO DQG HFRQR
WHFKQRORJLHVY DQG LQ RWKHU FLUFXPVWDQFHV ZH PD\ EH UHTXLUHG WR REWDLQ DQ H[SRUW
UHJXODWLRQV KDV QRW PDWHULDOO\ OLPLWHG RXU RSHUDWLRQV RU RXU VDOHV EXW FRXOG

DQG UHVXOWV RI RSHUDWLRQV :H PDLQWDLQ DQ H[SRUW FRPSOLDQFH SURJUDP EXW WKHUH C
OLDELOLWLHYV :H PXVW DOVR FRPSO\ ZLWK H[SRUW UHVWULFWLRQV DQG ODZV LPSRVHG E\ RV
QRW PDWHULDOO\ UHVWULFWHG RXU RSHUDWLRQV LQ WKH UHFHQW SDVW WKHUH LV D VLJQLI
EXVLQHVYVY DQG UHVXOWYV RI RSHUDWLRQV ,Q DGGLWLRQ 8 6 ODZV DQG UHJXODWLRQV DQG \
SURGXFWY DQG VHUYLFHY WR RXU FXVWRPHUV PD\ DOVR HQFRXUDJH RXU FXVWRPHUV WR GH
VLPLODU RU VXEVWLWXWH SURGXFWV IURP RXU FRPSHWLWRUV WKDW DUH QRW VXEMHFW WR '
FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

6LQFH WKH EHJLQQLQJ RI WKHUH KDV EHHQ LQFUHDVLQJ UKHWRULF LQ VRPH FDVHV FRXSC(C
UHJDUGLQJ WDULIIV DIJDLQVW IRUHLJQ LPSRUWYV RI FHUWDLQ PDWHULDOV ORUH VSHFLILFDOO\
SDVW IHZ \HDUV VRPH Rl ZKLFK SURPSWHG UHWDOLDWRU\ &KLQHVH WDULIIV RQ 8 6 JRRGV 7t
VSHFLILFDOO\ FDUULHVY WKH ULVN RI QHIJDWLYHO\ DIITHFWLQJ ERWK FRXQWULHVY RYHUDOO HFF
IXWXUH WKH\ FRXOG KDYH D QHJDWLYH LPSDFW RQ XV DV ZH KDYH VLJQLILFDQW RSHUDWLRQ

JOXFWXDWLRQV LQ WKH YDOXH RI WKH 8 6 'ROODU UHODWLYH WR RWKHU IRUHLJQ FXUUHQFLF

2XU PDQXIDFWXULQJ DQG SDFNDJLQJ VXSSOLHUY DUH DQG ZLOO FRQWLQXH WR EH SULPDULO\
8 6 'ROODU WKHUH FRXOG EH DQ LQFUHDVH LQ RXU PDQXIDFWXULQJ FRVWYV UHODWLYH WR FR
DITHFW RXU RSHUDWLRQV ,Q DGGLWLRQ RXU VDOHV DUH SULPDULO\ GHQRPLQDWHG LQ WKH 8
DIIHFW WKH GHPDQG IRU RXU SURGXFWV LQ LQWHUQDWLRQDO PDUNHWY ZKLFK FRXOG QHJDW




7DEOH RI &RQWHQWYV

‘H LQFXU IRUHLJQ FXUUHQF\ H[FKDQJH JDLQV RU ORVVHV UHODWHG WR WKH WLPLQJ RI SD\PH
LQ LOWHUHVW DQG RWKHU LQFRPH LQ WKH VWDWHPHQWY RI RSHUDWLRQV )OXFWXDWLRQV LQ
IRUHLJQ FXUUHQF\ H[FKDQJH ORVVHV ZH UHFRUG ZKLFK FRXOG KDYH DQ DGYHUVH LPSDFW R

5LVNV $VVRFLDWHG ZLWK 3URGXFW 'HPDQG DQG 6DOHYV
:H PD\ QRW H[SHULHQFH JURZWK UDWHY FRPSDUDEOH WR SDVW \HDUV

,Q WKH SDVW RXU UHYHQXH LQFUHDVHG VLJQLILFDQWO\ LQ FHUWDLQ \HDUV GXH WR LQFUHD
FRXOG FDXVH D GHFUHDVH LQ RXU JURZWK UDWHVY FRPSDUHG WR SDVW SHULRGYV LQFOXGLQJ
RSHUDWLRQV UHGXFHG JOREDO HOHFWURQLFV GHPDQG D GHWHULRUDWLRQ LQ PDUNHW FRQ
DQG IXWXUH SURGXFWV DQG OLWLJDWLRQ $ PDWHULDO GHFUHDVH LQ RXU JURZWK UDWHV FI

,] GHPDQG IRU RXU SURGXFWV GHFOLQHYV LQ WKH PDMRU HQG PDUNHWYV WKDW ZH VHUYH RXU
EH PDWHULDOO\ DQG DGYHUVHO\ DIITHFWHG

‘H EHOLHYH WKDW WKH DSSOLFDWLRQ RI RXU SURGXFWV LQ WKH FRPSXWLQJ DQG VWRUDJH L
IRU WKH PDMRULW\ RI RXU UHYHQXH ,I WKH GHPDQG IRU RXU SURGXFWY GHFOLQHV LQ WKH P
DQG ILQDQFLDO FRQGLWLRQ ZRXOG EH PDWHULDOO\ DQG DGYHUVHO\ DIIHFWHG ,Q DGGLWLRC
LQFOXGLQJ RXU GLVFUHWH VHPLFRQGXFWRU SURGXFWYV RQWR D VLQJOH FKLS DQG RU RQWHF
UHTXLUH LQWHJUDWHG VROXWLRQV WKDW ZH GR QRW RIIHU GHPDQG IRU RXU SURGXFWV FRX
PDWHULDOO\ DQG DGYHUVHO\ DIITHFWHG

"XH WR WKH QDWXUH RI RXU EXVLQHVV DV D FRPSRQHQW VXSSOLHU ZH PD\ KDYH GLIILFXOW\
RXU H[SHQVHV

%HFDXVH ZH SURYLGH FRPSRQHQWY IRU HQG SURGXFWYVY DQG VI\VWHPV GHPDQG IRU RXU SUR
KDYH GLIILFXOW\ LQ DFFXUDWHO\ IRUHFDVWLQJ RXU UHYHQXH DQG H[SHQVHV 2XU UHYHQXH
DQG VI\VWHPV WKDW LQFRUSRUDWH RXU SURGXFWV DOO RI ZKLFK DUH LQKHUHQWO\ GLIILFXC
VI\IVWHPV ,Q DGGLWLRQ GHPDQG IRU RXU SURGXFWV LV LQIOXHQFHG E\ RXU FXVWRPHUVY DEL
EHFDXVH WKH\ VHUYLFH GHPDQG IURP PXOWLSOH OHYHOV RI WKH VXSSO\ FKDLQ ZKLFK LQ LW’
HITHFWV RI WKH &29,' SDQGHPLF ,I RXU FXVWRPHUV LQFOXGLQJ GLVWULEXWRUV GR QRW P
WR DQG RUGHUV IURP RXU FXVWRPHUV PD\ YDU\ VLIQLILFDQWO\ RQ D TXDUWHUO\ EDVLV ZKL
RSHUDWLRQV

‘H PD\ EH XQVXFFHVVIXO LQ GHYHORSLQJ DQG VHOOLQJ QHZ SURGXFWV ZLWK PDUJLQV VLPLO
RXU RYHUDOO JURVYV PDUJLQ DQG ILQDQFLDO SHUIRUPDQFH

2XU VXFFHVV GHSHQGYVY RQ SURGXFWV WKDW DUH GLIITHUHQWLDWHG LQ WKH PDUNHW ZKLFK U
WR LPSURYH RXU JURVYV PDUJLQ LQ WKH IXWXUH DQG DFFRUGLQJO\ GHYHORS DQG LQWURGXF
DYHUDJHV RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV FRXOG EH

‘H PD\ EH XQVXFFHVVIXO LQ GHYHORSLQJ DQG VHOOLQJ QHZ SURGXFWV RU LQ SHQHWUDWLQJ

2XU FRPSHWLWLYHQHVY DQG IXWXUH VXFFHVV GHSHQG RQ RXU DELOLW\ WR GHVLJQ GHYHOF
D WLPHO\ DQG FRVW HIIHFWLYH EDVLV $ IXQGDPHQWDO VKLIW LQ WHFKQRORJLHV LQ DQ\ RI R
ZLWKLQ WKHVH PDUNHWYV 2XU IDLOXUH WR WLPHO\ GHYHORS QHZ WHFKQRORJLHV RU WR UHDF
QHZ SURGXFWV ZKLFK FRXOG UHVXOW LQ SURGXFW REVROHVFHQFH GHFUHDVHG UHYHQXH I

$V ZH GHYHORS QHZ SURGXFW OLQHV ZH PXVW DGDSW WR PDUNHW FRQGLWLRQV WKDW DUH X
WKRVH ZH KDYH NQRZQ LQ WKH SDVW 6RPH RI RXU QHZ SURGXFW OLQHV UHTXLUH XV WR UH
DGDSW UDSLGO\ WR WKHVH QHZ DQG DGGLWLRQDO FRQGLWLRQV ZH PD\ QRW EH DEOH WR VX




7DEOH RI &RQWHQWYV

7KH VXFFHVV RI D QHZ SURGXFW GHSHQGY RQ DFFXUDWH IRUHFDVWYV RI ORQJ WHUP PDUNHW
LPSOHPHQWDWLRQ IDFWRUV LQFOXGLQJ

f WLPHO\ DQG HIILFLHQW FRPSOHWLRQ RI SURFHVV GHVLJQ DQG GHYLFH VWUXFWXUH LPSUR\
¥ WLPHO\ DQG HIILFLHQW LPSOHPHQWDWLRQ RI PDQXIDFWXULQJ DVVHPEO\ DQG WHVW SURF!
¥ WKH DELOLW\ WR VHFXUH DQG HIIHFWLYHO\ XWLOL]JH IDEULFDWLRQ FDSDFLW\ LQ GLIIHUHQW
f SURGXFW SHUIRUPDQFH

¥ SURGXFW DYDLODELOLW\

¥ SURGXFW TXDOLW\ DQG UHOLDELOLW\ DQG

f HIIHFWLYH PDUNHWLQJ VDOHV DQG VHUYLFH

7R WKH H[WHQW WKDW ZH IDLO WR WLPHO\ LOQWURGXFH QHZ SURGXFWV RU WR TXLFNO\ SHQHYV
PDWHULDOO\ DQG DGYHUVHO\ DIIHFWHG

‘H GHSHQG RQ D OLPLWHG QXPEHU RI FXVWRPHUV LQFOXGLQJ GLVWULEXWRUV I|IRU D VLJQLIL

+LVWRULFDOO\ ZH KDYH JHQHUDWHG PRVW RI RXU UHYHQXH IURP D OLPLWHG QXPEHU RI FXVW
IRU RI RXU WRWDO UHYHQXH IRU WKH \HDU HQGHG 'HFHPEHU ‘H FRQWLQXH WR UHO\ R
%HFDXVH ZH UHO\ RQ D OLPLWHG QXPEHU RI FXVWRPHUV IRU VLJQLILFDQW SHUFHQWDJHV RI Fk
DQ\ RI RXU PDMRU FXVWRPHUV IRU DQ\ UHDVRQ LQFOXGLQJ GXH WR FRPSHWLWLRQ PDUNHW
RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

‘H UHFHLYH D VLJQLILFDQW SRUWLRQ RI RXU UHYHQXH IURP GLVWULEXWLRQ DUUDQJHPHQWYV
GLVWULEXWRUV YDOXH DGGHG UHVHOOHUV RU GLUHFW FXVWRPHUV RU IDLOXUH WR FROOHEF"
RSHUDWLRQV

H PDUNHW RXU SURGXFWV WKURXJK GLVWULEXWLRQ DUUDQJHPHQWY DQG YDOXH DGGHG UH\
WKDW LQFOXGH 2(0V 2'0V DQG (06 SURYLGHUV 5HFHLYDEOHV IURP RXU FXVWRPHUYV DUH JHQ!t
XQFROOHFWLEOH 6DOHV WR RXU ODUJHVW GLVWULEXWRU DFFRXQWHG IRU RI RXU WRWDO L
ILQDQFLDO FRQGLWLRQ RI DQ\ RI RXU PDMRU FXVWRPHUV RU DQ\ JURXS RI RXU FXVWRPHUV F}
DQG RXU IXWXUH RSHUDWLQJ UHVXOWYVY :H SULPDULO\ FRQGXFW RXU VDOHV RQ D SXUFKDVH |

ORUHRYHU ZH EHOLHYH D KLJK SHUFHQWDJH RI RXU SURGXFWY DUH HYHQWXDOO\ VROG WR D
SGHVLJQ ZLQV ~ ZKLFK DUH GHFLVLRQV E\ 2(0V DQG RU 2'0V WR LQFRUSRUDWH RXU SURGXFW\
FDQ EH QR DVVXUDQFH WKDW WKH 2(0V DQG RU 2'0V ZLOO FRQWLQXH WR LQFRUSRUDWH RXU
UDSLGO\ DQG ZH PD\ QRW KDYH SURGXFWV WKDW ILW QHZ VSHFLILFDWLRQV IURP DQ HQG FXV
FRQWLQXH WR DFKLHYH GHVLJQ ZLQV IURP ODUJH 2(0V WKDW RXU GLUHFW FXVWRPHUV ZLOO
VHOOLQJ SURGXFWV ZKLFK LQFRUSRUDWH RXU ,&V 7KH ORVV RI DQ\ VLIJQLILFDQW FXVWRPHU
FXVWRPHUV WKH FDQFHOODWLRQ RI D VLJQLILFDQW FXVWRPHU RUGHU RU WKH FDQFHOODWL
UHYHQXH DQG DGYHUVHO\ DIITHFW RXU ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQ\




7DEOH RI &RQWHQWYV

2XU SURGXFWYV PXVW PHHW VSHFLILFDWLRQV DQG XQGHWHFWHG GHIHFWY DQG IDLOXUHV PD\
H[SRVH XV WR SURGXFW OLDELOLW\ ULVN

2XU FXVWRPHUYV JHQHUDOO\ HYWDEOLVK GHPDQGLQJ VSHFLILFDWLRQV IRU TXDOLW\ SHUIRUP
GHYHORSPHQW GHOD\V DQG PD\ FRQWDLQ XQGHWHFWHG GHIHFWV RU IDLOXUHV ZKHQ ILUVW L
UHSODFHPHQW RU UHFDOO )XUWKHU RXU WKLUG SDUW\ PDQXIDFWXULQJ SURFHVVHV RU FKD(
WR IDLO :H KDYH IURP WLPH WR WLPH LQ WKH SDVW H[SHULHQFHG SURGXFW TXDOLW\ SHUIRU
ZKLFK H[SRVHV XV WR VLJQLILFDQW ULVNV RI FODLPV IRU GHIHFWYV DQG IDLOXUHV ,I GHIHFW'
LQFOXGLQJ ZDUUDQW\ H[SHQVH DQG FRVWYV DVVRFLDWHG ZLWK FXVWRPHU VXSSRUW FDQFH(
ZKLFK ZRXOG KDUP RXU RSHUDWLQJ UHVXOWYV

,Q DGGLWLRQ SURGXFW OLDELOLW\ FODLPV PD\ EH DVVHUWHG E\ RXU FXVWRPHUV ZLWK UHVE
EH QR DVVXUDQFH WKDW ZH KDYH REWDLQHG D VXIILFLHQW DPRXQW RI LQVXUDQFH FRYHUDJF
SURYLGHUV FRXOG GHQ\ RU FKDOOHQJH WKHVH FODLPVY DQG DV D UHVXOW UHLPEXUVHPHQW
VXIILFLHQW UHVRXUFHV WR SD\ IRU WKHVH FODLPV )XUWKHUPRUH GXH WR UHFHQW FKDQJHV
WKHUHIRUH GHFLGH WR VHOI LQVXUH ZKLFK PD\ QRW PHHW WKH H[SHFWDWLRQV RU UHTXLUHF
LPSDFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

%HFDXVH RI WKH OHQJWK\ VDOHYV F\FOHV IRU RXU SURGXFWY DQG WKH IL[HG QDWXUH RI D VL.
DVVRFLDWHG UHYHQXH DQG PD\ QRW XOWLPDWHO\ DFKLHYH RXU IRUHFDVWHG VDOHV IRU RXL

7KH LQWURGXFWLRQ RI QHZ SURGXFWY SUHVHQWY VLJQLILFDQW EXVLQHVV FKDOOHQJHV EHF
LQ DGYDQFH RI DQ\ VDOHV ,W JHQHUDOO\ WDNHV XV XS WR PRQWKYV RU PRUH WR GHVLJQ D
LOWURGXFH WKH SURGXFW WR WKH PDUNHW DQG EHJLQ VHOOLQJ HIIRUWYV LQ DQ DWWHPSW V
PDUNHWLQJ UHVRXUFHV ZLWKRXW DQ\ DVVXUDQFH RI VXFFHVV 9ROXPH SURGXFWLRQ RI SURG
DQ LQLWLDO VDOH 6DOHV F\FOHV IRU RXU SURGXFWY DUH OHQJWK\ IRU D QXPEHU RI UHDVRQ"

¥ RXU FXVWRPHUV XVXDOO\ FRPSOHWH DQ LQ GHSWK WHFKQLFDO HYDOXDWLRQ RI RXU SURG

¥ WKH FRPPHUFLDO DGRSWLRQ RI RXU SURGXFWYV E\ 2(0V DQG 2'0V LV W\SLFDOO\ OLPLWHG
FRQVXPHU GHPDQG

¥ RXU SURGXFWV PXVW EH GHVLIJQHG LQWR RXU FXVWRPHUVY SURGXFWYV RU VI\IVWHPV DQG
¥ WKH GHYHORSPHQW DQG FRPPHUFLDO LQWURGXFWLRQ RI RXU FXVWRPHUVY SURGXFWV LQF

$V D UHVXOW RI RXU OHQJWK\ VDOHV F\FOHV ZH PD\ LQFXU VXEVWDQWLDO H[SHQVHV EHIRUL
UHODWLYHO\ IL[HG DQG EDVHG RQ H[SHFWHG UHYHQXH 7KH OHQJWK\ VDOHV F\FOHV RI RXU SI
GHOD\V LQKHUHQW LQ OHQJWK\ VDOHV F\FOHV UDLVH DGGLWLRQDO ULVNV WKDW FXVWRPHUV
SUDFWLFH DOORZV FXVWRPHUV WR UHVFKHGXOH RU FDQFHO RUGHUVY RQ UHODWLYHO\ VKRUW
RU SURGXFW FKDQJHV RFFXU ZH FRXOG ORVH DQWLFLSDWHG VDOHY DQG QRW KDYH VXIILFLF

5LVNV $VVRFLDWHG ZLWK 6XSSO\ DQG ODQXIDFWXULQJ
2XU DELOLW\ WR LQFUHDVH SURGXFW VDOHYVY DQG UHYHQXH PD\ EH FRQVWUDLQHG E\ WKH PD(

$OWKRXJIK ZH SURYLGH RXU VXSSOLHUV ZLWK UROOLQJ IRUHFDVWYV RI RXU SURGXFWLRQ UHTX
SDUWLFXODUO\ FDSDFLW\ LQ WKH JHRPHWULHYV ZH UHTXLUHRDW[\WRBAOBFZOLEBHMIVHLY®Q XKKH R/ W/l
GHPDQG IRU HOHFWURQLF HTXLSPHQW IRU UHPRWH ZRUN DUUDQJHPHQWY DV D UHVXOW RI WKl
RXU VXSSOLHUV $V D UHVXOW WKLV ODFN RI FDSDFLW\ KDV DW WLPHV FRQVWUDLQHG RXU S
LQWHUQDO GHPDQGYVY RU GHPDQGYV RI RWKHU FXVWRPHUV FRXOG FDXVH RXU VXSSOLHUV WR U
H[FHVV RI FRQWUDFWHG RU DQWLFLSDWHG DPRXQWYV IRU ZDIHU GHOLYHULHV RU UHTXLUH XV
FXVWRPHU UHTXLUHPHQWYV || RXU VXSSOLHUV H{WHQG OHDG WLPHV OLPLW VXSSOLHV RU WK
IDFWRUV RXU UHYHQXH DQG JURVV PDUJLQ PD\ PDWHULDOO\ GHFOLQH :H PD\ DOVR EH UHTXL
UHVXOW LQ D ORVV RI FXVWRPHUV ,Q DGGLWLRQ LI ZH H[SHULHQFH VXSSO\ GHOD\V RU OLPL\
VROXWLRQV WR PHHW WKHLU GHPDQG ZKLFK FRXOG PDWHULDOO\ DQG DGYHUVHO\ LPSDFW R>
FDSDFLW\ PD\ DOVR OLPLW RXU DELOLW\ WR PHHW FXVWRPHU GHPDQG




7DEOH RI &RQWHQWYV
7KHUH PD\ EH XQDQWLFLSDWHG FRVWY DVVRFLDWHG ZLWK DGGLQJ WR RU VXSSOHPHQWLQJ R

‘H DQWLFLSDWH WKDW IXWXUH JURZWK RI RXU EXVLQHVYV ZLOO UHTXLUH LQFUHDVHG PDQXID!
IDFLOLWLHV IRU RXU SURGXFWV ,Q RUGHU WR IDFLOLWDWH VXFK JURZWK ZH PD\ QHHG WR H
VXEMHFW WR D QXPEHU RI ULVNV LQFOXGLQJ

$ WKH FRVWY DQG H[SHQVH DVVRFLDWHG ZLWK VXFK DFWLYLWLHYV

+ WKH DYDLODELOLW\ RI PRGHUQ IRXQGULHVY WR EH GHYHORSHG DFTXLUHG OHDVHG RU RWK
$ WKH DELOLW\ RI IRXQGULHV DQG RXU WKLUG SDUW\ VXSSOLHUV WR REWDLQ WKH DGYDQFF
$ GHOD\V LQ EULQJLQJ QHZ IRXQGU\ RSHUDWLRQV RQOLQH WR PHHW LQFUHDVHG SURGXFW C

¥ XQIRUHVHHQ HQYLURQPHQWDO HQJLQHHULQJ RU PDQXIDFWXULQJ TXDOLILFDWLRQ SUREOHF
IRXQGULHY E\ RXU FXVWRPHUV

7TKHVH DQG RWKHU ULVNV PD\ DIITHFW WKH XOWLPDWH FRVW DQG WLPLQJ RI DQ\ H[SDQVLRQ RI
UHTXLUHG WR UDLVH WKH SULFHV IRU RXU SURGXFWV WR UHPDLQ SURILWDEOH ZKLFK FRXOG

‘H FXUUHQWO\ GHSHQG RQ WKLUG SDUW\ VXSSOLHUV WR SURYLGH XV ZLWK ZDIHUV IRU RXU S
FRQVWUDLQHG DQG DUH XQDEOH WR SURYLGH XV VXIILFLHQW ZDIHUV DW DFFHSWDEOH \LHOG
EH DEOH WR IXOILOO RXU FXVWRPHU RUGHUV

‘H KDYH D VXSSO\ DUUDQJHPHQW ZLWK FHUWDLQ VXSSOLHUV IRU WKH SURGXFWLRQ RI ZDIHU\
FRQVWUDLQHG ZH PD\ QRW EH DEOH WR IXOILOO RXU FXVWRPHU RUGHUV ZKLFK ZRXOG OLNHC

:KLOH FHUWDLQ DVSHFWV RI RXU UHODWLRQVKLS ZLWK WKHVH VXSSOLHUV DUH FRQWUDFWXCL
FRRSHUDWLRQ DQG RXU PDQDJHPHQW RI WKH VXSSOLHU UHODWLRQVKLSVY 2XU UHODWLRQVK|
PDQDJHPHQW WHDP RI WKH VXSSOLHUV ,Q DGGLWLRQ WKH IDEULFDWLRQ RI ,&V LV D KLJKO\ |
VXEVWDQWLDO SHUFHQWDJH RI ZDIHUV WR EH UHMHFWHG RU QXPHURXYV ,&V RQ HDFK ZDIHU W
VXSSO\ XV ZzDIHUV DW DFFHSWDEOH \LHOGY FRXOG SUHYHQW XV IURP IXOILOOLQJ RXU FXVWRI

JXUWKHU DV LV FRPPRQ LQ WKH VHPLFRQGXFWRU LQGXVWU\ RXU FXVWRPHUV PD\ UHVFKHGX(
VXEPLW D FRPPLWWHG IRUHFDVW WR RXU VXSSOLHUV IRU WKH FRUUHVSRQGLQJ ZDIHUV ZH PL
DGYHUVHO\ DIITHFW RXU ILQDQFLDO FRQGLWLRQ UHVXOWYV RI RSHUDWLRQV DQG FDVK IORZV

‘H PLJKW QRW EH DEOH WR GHOLYHU RXU SURGXFWY RQ D WLPHO\ EDVLV LI RXU UHODWLRQVI

‘H GR QRW KDYH GLUHFW FRQWURO RYHU SURGXFW GHOLYHU\ VFKHGXOHV RU SURGXFW TXDC
RI RXU WHVWLQJ LV FXUUHQWO\ SHUIRUPHG E\ WKLUG SDUW\ VXEFRQWUDFWRUV $OVR GXH V
FRXOG H[SHULHQFH GHOD\V LQ WKH VKLSPHQW RI RXU SURGXFWYV LI ZH ZHUH IRUFHG WR ILQC
JOREDO HFRQRPLF FULVHVY DQG WKH &29,"' SDQGHPLF PD\ PDWHULDOO\ LPSDFW RXU DVVHPEO
LQ RXU UHODWLRQVKLSV ZLWK RXU VXEFRQWUDFWRUYV FRXOG KDYH D PDWHULDO DGYHUVH HI

‘H SXUFKDVH LQYHQWRU\ LQ DGYDQFH EDVHG RQ H[SHFWHG GHPDQG IRU RXU SURGXFWV DQG
ZKLFK FRXOG DGYHUVHO\ LPSDFW RXU ILQDQFLDO SRVLWLRQ

$vV D IDEOHVV VHPLFRQGXFWRU FRPSDQ\ ZH SXUFKDVH RXU LQYHQWRU\ IURP WKLUG SDUW\ P|
PDQXIDFWXUHUV EDVHG RQ H[LVWLQJ DQG H[SHFWHG RUGHUV IURP RXU FXVWRPHUV IRU SDUYV
LQFOXGH OHDG WLPH UHTXLUHPHQWY DQG FDQFHOODWLRQ SHQDOWLHY WKDW DUH GHVLJQHG
QRQHWKHOHVY PDNH VRPH SUHGLFWLRQV ZKHQ ZH SODFH RUGHUV ZLWK RXU PDQXIDFWXUHU\
RU XQDYDLODELOLW\ RI SURGXFW ZLWKLQ WKH WLPHIUDPH WKDW LV UHTXLUHG ZH PD\ KDYH L
WUHQG LQ PDUNHW FRQGLWLRQ FRXOG OHDG XV WR GHFUHDVH WKH PDQXIDFWXULQJ YROXPH
FROQGLWLRQV IRU RXU SURGXFWV ZH ZRXOG KDYH LQVXIILFLHQW LQYHQWRU\ WR PHHW RXU F
GHFUHDVH LQ RUGHUV XQH[SHFWHG RUGHU FDQFHOODWLRQV LQMXQFWLRQV GXH WR SDWHQ
EH ZULWWHQ GRZQ RU ZRXOG UHVXOW LQ D GHFUHDVH LQ RXU UHYHQXH LQ IXWXUH SHULRGYV
LW FRXOG KDYH D PDWHULDO LPSDFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXO\




7DEOH RI &RQWHQWYV

7KH SULFH DQG DYDLODELOLW\ RI FRPPRGLWLHV H J JROG FRSSHU DQG VLOLFRQ PD\ DGY
PDQQHU DQG PD\ DGYHUVHO\ DITHFW RXU EXVLQHVVY DQG UHVXOWY RI RSHUDWLRQV

2XU SURGXFWVY LQFRUSRUDWH FRPPRGLWLHYV VXFK DV JROG FRSSHU DQG VLOLFRQ $Q LQFUHI
FRPPRGLWLHVY WKDW ZH XVH FRXOG QHJDWLYHO\ LPSDFW RXU EXVLQHVVY DQG UHVXOWYV RI RS

5LVNV $VVRFLDWHG ZLWK ,QGXVWU\ "\QDPLFV DQG &RPSHWLWLRQ

7KH KLJKO\ F\FOLFDO QDWXUH RI WKH VHPLFRQGXFWRU LQGXVWU\ ZKLFK KDV SURGXFHG VLJ
DIIHFW RXU ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

+LVWRULFDOO\ WKH VHPLFRQGXFWRU LQGXVWU\ KDV EHHQ KLJKO\ F\FOLFDO DQG DW YDULR}
GHPDQG 7KHVH FRQGLWLRQV KDYH FDXVHG VLJQLILFDQW YDULDQFHV LQ SURGXFW GHPDQG [
LQGXVWU\ PD\ H[SHULHQFH VHYHUH RU SURORQJHG GRZQWXUQV LQ WKH IXWXUH ZKLFK FRXO
RXU SURGXFWV %HFDXVH VLJQLILFDQW SRUWLRQV RI RXU H[SHQVHV DUH IL[HG LQ WKH VKRU"
H[SHQVHV LQ D WLPHO\ PDQQHU WR RIIVHW DQ\ VDOHV VKRUWIDOO $Q\ VLIQLILFDQW RU SUR!
FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

,QGXVWU\ FRQVROLGDWLRQ PD\ OHDG WR LQFUHDVHG FRPSHWLWLRQ DQG PD\ KDUP RXU RSHI

,Q UHFHQW \HDUV WKHUH KDV EHHQ D WUHQG WRZDUG VHPLFRQGXFWRU LQGXVWU\ FRQVROL:
JURZLQJ UHVHDUFK DQG GHYHORSPHQW FRVWY VWUHQJWKHQ RU KROG WKHLU PDUNHW SRVL
DQ DFTXLUHU RU FRQVROLGDWH ZLWK DQRWKHU FRPSDQ\ ,Q DGGLWLRQ FRPSDQLHV WKDW DLl
ZLWK RXU FRPSHWLWRUV WKHUHE\ UHGXFLQJ WKHLU EXVLQHVYV ZLWK XV :H EHOLHYH WKDW
DEOH WR FRPSHWH DV VROH VRXUFH YHQGRUV IRU FXVWRPHUV 7KLV FRXOG OHDG WR PRUH Y
EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

‘H PD\ IDFH FRPSHWLWLRQ IURP FXVWRPHUVY GHYHORSLQJ SURGXFWY LQWHUQDOO\

2XU FXVWRPHUV JHQHUDOO\ KDYH VXEVWDQWLDO WHFKQRORJLFDO FDSDELOLWLHY DQG ILQD!
RZQ SURGXFWYV LQWHUQDOO\ 7KH IXWXUH SURVSHFWYV IRU RXU SURGXFWV LQ WKHVH PDUNH)\
WR WKHLU LQWHUQDOO\ GHYHORSHG SURGXFWV )XWXUH VDOHV SURVSHFWY DOVR DUH GHS}H
GHYHORSPHQW &XVWRPHUV PD\ LQ WKH IXWXUH FRQWLQXH WR XVH LQWHUQDOO\ GHYHORSH{
SURGXFWV WKDW DUH VLPLODU WR RU WKDW PD\ EH VXEVWLWXWHG IRU RXU SURGXFWV ,|I R
WHFKQRORJ\ WR GHYHORS VXFK FRPSRQHQWY LQWHUQDOO\ UDWKHU WKDQ SXUFKDVH RXU SU
WKHP RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV FRXOG EH PDW

‘H FRPSHWH DJDLQVW PDQ\ FRPSDQLHY ZLWK VXEVWDQWLDOO\ JUHDWHU ILQDQFLDO DQG RWE
RXU FRPSHWLWRUV HIITHFWLYHO\

7KH DQDORJ DQG PL[HG VLIJQDO VHPLFRQGXFWRU LQGXVWU\ LV KLIKO\ FRPSHWLWLYH DQG ZH
H[SDQG RXU EXVLQHVYV ZLOO GHSHQG RQ RXU DELOLW\ WR FRQWLQXH WR UHFUXLW DSSOLFDW
UDWH DW ZKLFK ZH LQWURGXFH WKHVH QHZ SURGXFWV :‘H FRPSHWH ZLWK GRPHVWLF DQG QR
ILQDQFLDO DQG RWKHU UHVRXUFHV ZLWK ZKLFK WR SXUVXH HQJLQHHULQJ PDQXIDFWXULQJ F
ZLWK UHVSHFW WR RQH RU PRUH RI RXU SURGXFW OLQHV ZLWK PDQ\ PDQXIDFWXUHUV RI VXF
JURZQ GXH WR WKH H[SDQVLRQ RI WKH PDUNHW VHIJPHQWY LQ ZKLFK ZH SDUWLFLSDWH

‘H FDQQRW DVVXUH \RX WKDW RXU SURGXFWV ZLOO FRQWLQXH WR FRPSHWH IDYRUDEO\ RU W
HQKDQFHPHQWY LQWURGXFHG E\ H[LVWLQJ FRPSHWLWRUV RU QHZ FRPSDQLHV HQWHULQJ WKL
ILQDQFLDO FRQGLWLRQ




7DEOH RI &RQWHQWYV
5LVNV $VVRFLDWHG ZLWK ,QIRUPDWLRQ 7HFKQRORJ\ DQG &\EHUVHFXULW\
,PSOHPHQWDWLRQ RI DQ HQWHUSULVH UHVRXUFH SODQQLQJ 3(53° RU RWKHU LQIRUPDWLRQ '

JURP WLPH WR WLPH ZH PD\ LPSOHPHQW QHZ (53 VRIWZDUH VROXWLRQV RU XSJUDGH H[LVWLQ
FRRUGLQDWLRQ RI VAIVWHP SURYLGHUY DQG LQWHUQDO EXVLQHVV WHDPV :H PD\ H[SHULHQF}
LQFOXGLQJ VI\IVWHP GRZQWLPH FDXVLQJ LQWHUUXSWLRQV LQ EXVLQHVYVY RSHUDWLRQV ,Q DG
SHUVRQQHO UHVRXUFHYV 'LIILFXOWLHYV LQ LPSOHPHQWLQJ QHZ RU XSJUDGHG LQIRUPDWLRQ V'
KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU FDSLWDO UHVRXUFHV ILQDQFLDO FRQGLWLRQ RL

6\VWHP VHFXULW\ ULVNV GDWD SURWHFWLRQ RU SULYDF\ EUHDFKHY F\EHU DWWDFNV DQG V
UHSXWDWLRQ DQG DQ\ VXFK GLVUXSWLRQ RU KDUP FRXOG FDXVH D UHGXFWLRQ LQ RXU H[SH
RWKHUZLVH DGYHUVHO\ DIIHFW RXU VWRFN SULFH

([SHULHQFHG KDFNHUV PD\ EH DEOH WR SHQHWUDWH RXU QHWZRUN VHFXULW\ DQG PLVDSSURE
GLVUXSWLRQV RU FDXVH VKXWGRZQV 7KH FRVWV WR XV WR HOLPLQDWH RU DOOHYLDWH F\EF
VHFEXULW\ YXOQHUDELOLWLHY FRXOG EH VLJQLILFDQW DQG RXU HIIRUWY WR DGGUHVV WKHYV
LPSHGH RXU VDOHV PDQXIDFWXULQJ GLVWULEXWLRQ ILQDQFLDO UHSRUWLQJ RU RWKHU FUL\

,Q WKH RUGLQDU\ FRXUVH RI EXVLQHVYVY ZH VWRUH VHQVLWLYH GDWD RQ RXU LQWHUQDO V\V
FRQILGHQWLDO GDWD SHUWDLQLQJ WR RXU FXVWRPHUV VXSSOLHUV DQG EXVLQHVYV SDUWQH
IHDWXUHV RI RXU VROXWLRQV DUH ERWK FULWLFDO WR RXU RSHUDWLRQV DQG EXVLQHVV VW
VHFEXULW\ PHDVXUHV WR SURWHFW RXU V\VWHPVY DQG GDWD +RZHYHU WKHVH VHFXULW\ PHD
PDLQWDLQ WKH VHFXULW\ DQG LQWHJULW\ RI RXU VIVWHPY DQG VROXWLRQV DQ\ GHVWUXFW
VORZGRZQV DQG WKH LQIRUPDWLRQ VWRUHG RQ RXU QHWZRUNYVY FRXOG EH DFFHVVHG SXEOI
&29,' SDQGHPLF KDV DOVR KHLIJIKWHQHG RXU SRWHQWLDO H[SRVXUH WR F\EHU DWWDFNV ZK
LQWHUQDO V\VWHPV DW ULVN ,I DQ\ RI WKHVH W\SHV RI VHFXULW\ EUHDFKHVY ZHUH WR RFFX
SDUWQHUV DQG FXVWRPHUYVY FRXOG EH PDWHULDOO\ GDPDJHG RXU UHSXWDWLRQ FRXOG EH PI
OLDELOLW\

SRUWLRQV RI RXU ,7 LQIUDVWUXFWXUH DOVR PD\ H[SHULHQFH LQWHUUXSWLRQV GHOD\V RU F
ZRUN WKDW WDNHV SODFH IURP WLPH WR WLPH :H PD\ QRW EH VXFFHVVIXO LQ LPSOHPHQWLQ
UHPHGLDWLRQ HIIRUWY PD\ EH H[SHQVLYH WLPH FRQVXPLQJ GLVUXSWLYH DQG UHVRXUFH LQ
LQWHUUXSW RWKHU SURFHVVHY 'HOD\HG VDOHV RU ORVW FXVWRPHUV UHVXOWLQJ IURP WKH

(IHTHFWLYH 0D\ WKH3(XURBSOBPHII\RBG WKH *HQHUD O 8% D DURWRIFG GOV DHI X Q@ D/\W ER/Q R Q
VFRSH Rl FXUUHQW (8 GDWD SURWHFWLRQ ODZ WR QRQ (XURSHDQ 8QLRQ HQWLWLHV WKDW SU
DOORZV IRU WKH LPSRVLWLRQ RI ILQHY DQG FRUUHFWLYH DFWLRQ RQ HQWLWLHY WKDW LPSUI
VHFXULW\ EUHDFK 7KH 6WDWH RI &DOLIRUQLD HQD P&&33 WHKIHHEDVQLLYIR RQL D QRQUXPHU 3 UZK/IDAK |
VLPLODU WR *'35 IRU WKH KDQGOLQJ Rl SHUVRQDO LQIRUPDWLRQ RI &DOLIRUQLD UHVLGHQWYV

2XU IDLOXUH WR IXOO\ FRPSO\ ZLWK *'35 &&3% DQG RWKHU ODZV FRXOG OHDG WR VLJQLILFDQ\
H[SHULHQFHG E\ XV FRXOG UHVXOW LQ WKH ORVYV RI WUDGH VHFUHWY RU RWKHU LQWHOOHFW
LGHQWLILDEOH LQIRUPDWLRQ LQFOXGLQJ VHQVLWLYH SHUVRQDO LQIRUPDWLRQ RI RXU HPSO

8ODXWKRUL]J]HG XVH RU GLVFORVXUH RI RU DFFHVV WR DQ\ SHUVRQDO LQIRUPDWLRQ PDLQW
VIVWHPV RI RXU VXSSOLHUV RU YHQGRUV E\ DQ XQDXWKRUL]JHG SDUW\ RU WKURXJK HPSOR\H
XQDXWKRUL]JHG XVH RU GLVFORVXUH RI RU DFFHVV WR VXFK SHUVRQDO LQIRUPDWLRQ ZDV \
GHPDQGYVY FODLPV DQG OLWLIJDWLRQ E\ SULYDWH SDUWLHYV DQG LQYHVWLIJDWLRQV UHODWH(
FRVWY LQ QRWLI\LQJ DIIHFWHG SHUVRQV DQG HQWLWLHY DQG RWKHUZLVH FRPSO\LQJ ZLWK W
XQDXWKRUL]JHG DFFHVV WR RU XVH RU GLVFORVXUH RI SHUVRQDO LQIRUPDWLRQ )LQDOO\ D
FRXOG KDUP RXU UHSXWDWLRQ VXEVWDQWLDOO\ LPSDLU RXU DELOLW\ WR DWWUDFW DQG UH
RSHUDWLRQV




7DEOH RI &RQWHQWYV
5LVNV $VVRFLDWHG ZLWK 6WUDWHJILF ,QYHVWPHQWY DQG ,QLWLDWLYHYV

2XU VXFFHVV GHSHQGYVY RQ RXU LQYHVWPHQW RI VLIJQLILFDQW UHVRXUFHV LQ UHVHDUFK DQG
WKDQ DOQWLFLSDWHG ZKLFK FRXOG LQFUHDVH RXU RSHUDWLQJ H[SHQVHY DQG QHJDWLYHO\ |

2XU VXFFHVVY GHSHQGV RQ XV LQYHVWLQJ VLIJQLILFDQW DPRXQWY RI UHVRXUFHV LQWR UHVH
GHYHORSPHOW LQ WKH IXWXUH LQ RUGHU WR FROQWLQXH WR LOQRYDWH DQG LQWURGXFH QHZ
LOQYHVW PRUH UHVRXUFHV LQ UHVHDUFK DQG GHYHORSPHQW WKDQ ZH DQWLFLSDWH ZH FRXO
UHVXOWV $OVR LI ZH DUH XQDEOH WR SURSHUO\ PDQDJH DQG HIIHFWLYHO\ XWLOL]JH RXU UH’
ILQDQFLDO FRQGLWLRQ DQG RSHUDWLQJ UHVXOWYV

,Q DGGLWLRQ LI QHZ FRPSHWLWRUV WHFKQRORJLFDO DGYDQFHV E\ H[LVWLQJ FRPSHWLWRUV
VLIQLILFDQWO\ JUHDWHU UHVRXUFHY WKDQ DQWLFLSDWHG LQ RXU UHVHDUFK DQG GHYHORSP
JUHDWHU UHVRXUFHV WKDQ DQWLFLSDWHG LQ UHVHDUFK DQG GHYHORSPHQW HIIRUWYV ZLWKF
GHYHORSPHQW H[SHQVHV DUH OLNHO\ WR IOXFWXDWH IURP WLPH WR WLPH WR WKH H[WHQW Zt
LQYHVWPHQWY PD\ EH LQGHSHQGHQW RI RXU OHYHO RI UHYHQXH ZKLFK FRXOG QHJDWLYHO\ L
FRQWLQXH WR GHYRWH VXEVWDQWLDO UHVRXUFHV WR UHVHDUFK DQG GHYHORSPHQW DQG Z
LQFUHDVHG FRPSOH[LW\ DQG WKH JUHDWHU QXPEHU RI SURGXFWV XQGHU GHYHORSPHQW

‘H PD\ QRW UHDOL]H WKH DQWLFLSDWHG EHQHILWY RI DQ\ FRPSDQ\ RU EXVLQHVV WKDW ZH DI
RXU VWRFNKROGHUV UHGXFH RXU FDVK EDODQFHV DQG FDXVH XV WR LQFXU GHEW RU WR DV

$vV D SDUW RI RXU EXVLQHVV VWUDWHJI\ IURP WLPH WR WLPH ZH UHYLHZ DFTXLVLWLRQ SURVE
FDSDELOLW\ RU RITHU RWKHU FRPSHWLWLYH RSSRUWXQLWLHYV $V D UHVXOW RI FRPSOHWLQJ
VKRUW WHUP LQYHVWPHQWY LVVXH HTXLW\ VHFXULWLHY WKDW ZRXOG GLOXWH FXUUHQW VW
DFWLRQV FRXOG LPSDFW RXU RSHUDWLQJ UHVXOWY DQG WKH SULFH RI RXU FRPPRQ VWREFEN
,Q DGGLWLRQ ZH PD\ EH XQDEOH WR LGHQWLI\ RU FRPSOHWH SURVSHFWLYH DFTXLVLWLRQV |
LQGXVWU\ WKH YDOXDWLRQ H[SHFWDWLRQV RI DFTXLVLWLRQ FDQGLGDWHY DQG DSSOLFDEOH
ZH PD\ QRW EH DEOH WR VXFFHVVIXOO\ H[SDQG RXU EXVLQHVV DQG SURGXFW RIIHULQJV

‘H FDQQRW JXDUDQWHH WKDW DQ\ IXWXUH DFTXLVLWLRQV ZLOO LPSURYH RXU UHVXOWYV RI RS
DGGLWLRQ LI ZH DUH XQVXFFHVVIXO LQ LQWHJUDWLQJ DQ\ DFTXLUHG FRPSDQ\ RU EXVLQHVYV
H[SHULHQFH GLVUXSWLRQV WKDW FRXOG KDUP RXU EXVLQHVY DQG UHVXOW LQ RXU IDLOXUH
DIITHFW RXU DELOLW\ WR LOWHJUDWH RU UHDOL]H DQ\ DQWLFLSDWHG EHQHILWV IURP WKH DF
f XQH[SHFWHG ORVVHV RI NH\ HPSOR\HHV RU FXVWRPHUV RI WKH DFTXLUHG FRPSDQLHV RU
¥ FRQIRUPLQJ WKH DFTXLUHG FRPSDQ\YfV VWDQGDUGY SURFHVVHV SURFHGXUHV DQG FRQW
¥ FRRUGLQDWLQJ QHZ SURGXFW DQG SURFHVYVY GHYHORSPHQW

f KLULQJ DGGLWLRQDO PDQDJHPHQW DQG RWKHU FULWLFDO SHUVRQQHO

¥ LQFUHDVLQJ WKH VFRSH JHRJUDSKLF GLYHUVLW\ DQG FRPSOH[LW\ RI RXU RSHUDWLRQV

¥ GLIILFXOWLHYVY LQ FRQVROLGDWLQJ IDFLOLWLHY DQG WUDQVIHUULQJ SURFHVVHV DQG NQRZ
f GLIILFXOWLHYV LQ WKH DVVLPLODWLRQ RI DFTXLUHG RSHUDWLRQV WHFKQRORJLHV RU SUR(
¥ WKH ULVN RI XQGLVFORVHG OLDELOLWLHY RI WKH DFTXLUHG EXVLQHVVHY DQG SRWHQWLD:

¥ RXU LQDELOLW\ WR FRPPHUFLDOL]H DFTXLUHG WHFKQRORJLHV




7DEOH RI &RQWHQWYV

f WKH ULVN WKDW WKH IXWXUH EXVLQHVYV SRWHQWLDO DV SURMHFWHG LV QRW UHDOL]JH(
DFTXLUHG LQWDQJLEOHY WKDW ZRXOG LPSDFW RXU SURILWDELOLW\

$ GLIILFXOWLHV LQ DVVHVVLQJ WKH IDLU YDOXH Rl HDUQ RXW DUUDQJHPHQWYV

$+ GLYHUVLRQ RI PDQDJHPHQWIV DWWHQWLRQ IURP RWKHU EXVLQHVV FRQFHUQV DQG

$ DGYHUVH HIIHFWV RQ H[LVWLQJ EXVLQHVV UHODWLRQVKLSV ZLWK FXVWRPHUYV

5LVNV $VVRFLDWHG ZLWK )LQDQFLDO 5HSRUWLQJ

7KH FRPSOH[LW\ Rl FDOFXODWLQJ RXU WD[ SURYLVLRQ PD\ UHVXOW LQ HUURUV WKDW FRXOG

'XH WR WKH FRPSOH[LW\ DVVRFLDWHG ZLWK WKH FDOFXODWLRQ RI RXU WD[ SURYLVLRQ LQFOX
$FW° DQG WKH HQDFWPHQW RI RWKHU WD[ ODZV ZH HQJDJH WKLUG SDUW\ WD[ DGYLVRUV WR
FHUWDLQ LVVXHV WKDW ZH PD\ KDYH KDG LQ WKH SDVW DQG LVVXHV WKDW PD\ DULVH LQ WKF
UHVWDWH RXU ILQDQFLDO VWDWHPHQWY 5HVWDWHPHQWY DUH JHQHUDOO\ FRVWO\ DQG FRXC
LPSDFW RQ WKH WUDGLQJ SULFH RI RXU FRPPRQ VWRFN

&KDQJHV LQ HIIHFWLYH WD[ UDWHV RU DGYHUVH RXWFRPHV UHVXOWLQJ IURP H[DPLQDWLRQ R

2XU IXWXUH HIIHFWLYH WD[ UDWHV FRXOG EH DGYHUVHO\ DIITHFWHG E\ HDUQLQJV EHLQJ ORZ}
DOQWLFLSDWHG LQ FRXQWULHYV ZKHUH ZH KDYH KLJKHU VWDWXWRU\ UDWHV E\ FKDQJHV LQ Wk
UHJXODWLRQV DFFRXQWLQJ SULQFLSOHVY RU LQWHUSUHWDWLRQV WKHUHRI DQG GLVFUHWH L\
WKH ,QWHUQDO 5HYHQXH 6HUYLFH 3,56° DQG WD[ DXWKRULWLHYV LQ YDULRXV MXULVGLFWLRC
UHVXOWLQJ IURP WKHVH H[DPLQDWLRQV WR GHWHUPLQH WKH DGHTXDF\ RI RXU SURYLVLRQ IR
QRW KDYH DQ DGYHUVH HIITHFW RQ RXU ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRC

2XU LQWHUQDWLRQDO RSHUDWLRQV VXEMHFW XV WR SRWHQWLDOO\ VLJQLILFDQW WD[ FRQVH

‘H FRQGXFW RXU LOQWHUQDWLRQDO RSHUDWLRQV WKURXJK ZKROO\ RZQHG VXEVLGLDULHV EU
ZRUOGZLGH EDVHG XSRQ RXU EXVLQHVV RSHUDWLRQV LQ WKRVH MXULVGLFWLRQV 6XFK FRU:
DGPLQLVWHUHG E\ WD[LQJ DXWKRULWLHV LQ YDULRXV MXULVGLFWLRQV 7KH UHOHYDQW WD]JL
DWWULEXWDEOH WR VSHFLILF MXULVGLFWLRQV ,I VXFK D GLVDJUHHPHQW ZHUH WR RFFXU D¢
DQG SHQDOWLHY UHVXOWLQJ LQ KLJKHU HIIHFWLYH WD[ UDWHV UHGXFHG FDVK IORZV DQG OF
ILQDQFLDO SRVLWLRQ PD\ EH DIIHFWHG E\ FKDQJHV LQ WKH UHOHYDQW WD[ ODZV LQWHUSUHV
DQG WKH 2UJDQL]DWLRQ IRU (FRQRPLF &R RSHUDWLRQ DQG 'HYHORSPHQW

‘H IDFH ULVNV LQ FRQQHFWLRQ ZLWK RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ

(ITHFWLYH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LV QHFHVVDU\ IRU XV WR SURYL
SUHYHQW IUDXG RU RWKHU ILQDQFLDO PLVFRQGXFW RXU EXVLQHVV DQG RSHUDWLQJ UHVXOW
ILQDQFLDO UHSRUWLQJ FRXOG UHVXOW LQ D PDWHULDO PLVVWDWHPHQW RI RXU ILQDQFLDO V\V\
WXUQ FRXOG UHVXOW LQ D ORVV RI LQYHVWRU FRQILGHQFH LQ WKH DFFXUDF\ DQG FRPSOHW
RSHUDWLRQV DQG RU KDYH D QHJDWLYH LPSDFW RQ WKH WUDGLQJ SULFH RI RXU FRPPRQ VW
WKDW ZH ZLOO QRW LQ WKH IXWXUH LGHQWLI\ PDWHULDO ZHDNQHVVHV LQ RXU LQWHUQDO FR(
UHOLDELOLW\ RI RXU ILQDQFLDO UHSRUWLQJ DQG ILQDQFLDO VWDWHPHQWYV




7DEOH RI &RQWHQWYV
5LVNV $VVRFLDWHG ZLWK 5HJXODWRU\ &RPSOLDQFH ,QWHOOHFWXDO 3URSHUW\ 3URWHFWLRQ DQ

:H DUH VXEMHFW WR DQWL FRUUXSWLRQ ODZV LQ WKH MXULVGLFWLRQV LQ 3&BFK ZXURIDH O W!
FRPSO\ ZLWK WKHVH ODZV FRXOG UHVXOW LQ SHQDOWLHYV ZKLFK FRXOG KDUP RXU UHSXWDWIL
UHVXOWYV RI RSHUDWLRQV

‘H DUH VXEMHFW WR WKH )&3% ZKLFK JHQHUDOO\ SURKLELWY FRPSDQLHY DQG WKHLU LQWHUPI
REWDLQLQJ RU NHHSLQJ EXVLQHVYVY DQG RU RWKHU EHQHILWY DORQJ ZLWK YDULRXV RWKHU

HQVXUH WKDW ZH RXU HPSOR\HHV DQG RWKHU LQWHUPHGLDULHY FRPSO\ ZLWK WKH )&3%$ DQG
SROLFLHV RU SURFHGXUHYV ZLOO ZRUN HIIHFWLYHO\ DOO RI WKH WLPH RU SURWHFW XV DJDLQ\
LQWHUPHGLDULHY ZLWK UHVSHFW WR RXU EXVLQHVV RU DQ\ EXVLQHVVHV WKDW ZH PD\ DFTX
SHUVRQV ZKR PD\ EH FRQVLGHUHG 3IRUHLJQ RIILFLDOV" XQGHU WKH )&3% UHVXOWLQJ LQ DQ H:
DQG RWKHU ODZV JRYHUQLQJ WKH FRQGXFW RI EXVLQHVV ZLWK JRYHUQPHQW HQWLWLHV LQF
PHDVXUHV ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH LPSDFW RQ RXU EXVLQHVV ILQDQFLDO
YLRODWLRQV RI WKH )&3%$ RU RWKHU DQWL FRUUXSWLRQ ODZV E\ WKH 8 6 RU IRUHLJQ DXWKR
FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

2XU EXVLQHVYV LV VXEMHFW WR YDULRXV JRYHUQPHQWDO ODZV DQG UHJXODWLRQV DQG FRPES
VLIQLILFDQW H[SHQVH ,I ZH IDLO WR PDLQWDLQ FRPSOLDQFH ZLWK DSSOLFDEOH UHJXODWLI
WUDGLQJ DFWLYLWLHYV RU WHFKQRORJ\ WUDQVIHUV ZH PD\ EH IRUFHG WR UHFDOO SURGXFW

2XU EXVLQHVV LV VXEMHFW WR YDULRXV VLJQLILFDQW ODZV DQG RWKHU OHJDO UHTXLUHPHQ
FRQWURO ODZV VXFK DV WKH ([SRUW $GPLQLVWUDWLRQ $FW WKH ([SRUW $GPLQLVWUDWLRQ !
DQG WHFKQRORJ\ WUDQVIHU 7KHVH ODZV DQG UHJXODWLRQV DUH FRPSOH[ FKDQJH IUHTXHQ\
VLIQLILFDQW H[SHQVH WR FRPSO\ ZLWK WKHVH UHJXODWLRQV RU WR UHPHG\ YLRODWLRQV RI
PD\ EH UHTXLUHG WR VXVSHQG VDOHV WR WKHVH FXVWRPHUV ZKLFK FRXOG QHJDWLYHO\ LPES
RXU SURGXFWV WR YDULRXV ODZV DQG DGDSW WR UHJXODWRU\ UHTXLUHPHQWY LQ PDQ\ FRXC
PDQXIDFWXUH RU GLVWULEXWLRQ RI RXU SURGXFWYV ZH FRXOG EH UHTXLUHG WR SD\ FLYLO S
SURGXFWVY FRPPHUFLDOO\ XQWLO WKH SURGXFWY DUH EURXJKW LQWR FRPSOLDQFH

(QYLURQPHQWDO ODZV DQG UHJXODWLRQV FRXOG FDXVH D GLVUXSWLRQ LQ RXU EXVLQHVV D

‘H DUH VXEMHFW WR YDULRXV VWDWH IHGHUDO DQG LOQWHUQDWLRQDO ODZV DQG UHJXODWL
LQ HOHFWURQLF SURGXFWY DQG PDNLQJ PDQXIDFWXUHUV RI WKRVH SURGXFWYV ILQDQFLDOO\
ODZV DQG UHJXODWLRQV KDYH EHHQ SDVVHG LQ VHYHUDO MXULVGLFWLRQV LQ ZKLFK ZH RSH
FDQ EH QR DVVXUDQFH WKDW VLPLODU ODZV DQG UHJXODWLRQV ZLOO QRW EH LPSOHPHQWHG
DQG HYHQ WKH GLVFRQWLQXDQFH RI H[LVWLQJ DQG SODQQHG IXWXUH SURGXFWV LI WKH FRV

, ZH DUH XQVXFFHVVIXO LQ OHJDO SURFHHGLQJV EURXJKW DJDLQVW XV RU DQ\ RI RXU FXVWF
UHTXLUHG WR SD\ VXEVWDQWLDO GDPDJHV $Q XQIDYRUDEOH RXWFRPH RU DQ DGGLWLRQDO I
GHFOLQH VLIJQLILFDQWO\ DQG FRXOG VHYHUHO\ KDUP RXU EXVLQHVY DQG RSHUDWLQJ UHVXO

JURP WLPH WR WLPH ZH DUH D SDUW\ WR YDULRXY OHJDO SURFHHGLQJV ,I ZH DUH QRW VXFFF
RUGHUHG WR SD\ PRQHWDU\ ILQHVY DQG RU GDPDJHV ,I ZH DUH IRXQG OLDEOH IRU ZLOOIXO SD
EH SUHYHQWHG IURP VHOOLQJ VRPH RU DOO RI RXU SURGXFWYVY ORUHRYHU RXU FXVWRPHUV
FXVWRPHUVY DFFRXQWY SD\DEOH WR XV FRXOG EH VHL]HG )LQDOO\ LQWHULP GHYHORSPHQW
DVVHVVHV WKH LPSDFW RI VXFK GHYHORSPHQWYVY RQ WKH OLNHOLKRRG WKDW ZH ZLOO RU ZLO!

*LYHQ RXU LQDELOLW\ WR FRQWURO WKH WLPLQJ DQG QDWXUH RI VLIQLILFDQW HYHQWV LQ R
GLIILFXOW WR IRUHFDVW DQG PD\ YDU\ VXEVWDQWLDOO\ IURP RXU SXEOLFO\ GLVFORVHG IRU
YRODWLOLW) LQ RXU VWRFN SULFH DQG ILQDQFLDO FRQGLWLRQ

+LVWRULFDOO\ ZH KDYH LQFXUUHG VLIJQLILFDQW H[SHQVHV LQ FRQQHFWLRQ ZLWK YDULRXV O
WR IRUHFDVW RXU OHJDO H[SHQVHV IRU DQ\ JLYHQ TXDUWHU ZKLFK DGYHUVHO\ DIIHFWV RXU
WR XQDQWLFLSDWHG OHJDO SURFHHGLQJV ZKLFK ZRXOG UHVXOW LQ XV LQFXUULQJ XQH[SHF)
D UHVXOW RI XQH[SHFWHG FKDQJHV LQ RXU OHJDO H[SHQVHV RXU VWRFN SULFH FRXOG EH PD




7DEOH RI &RQWHQWYV
)XWXUH OHJDO SURFHHGLQJV PD\ GLYHUW RXU ILQDQFLDO DQG PDQDJHPHQW UHVRXUFHV

7KH VHPLFRQGXFWRU LQGXVWU\ LV FKDUDFWHUL]JHG E\ IUHTXHQW FODLPV RI LQIULQJHPHQW D
LV DQ RQJRLQJ ULVN LQ SDUW EHFDXVH RWKHU FRPSDQLHV LQ RXU LQGXVWU\ FRXOG KDYH S
PD\ EH QHFHVVDU\ WR HQIRUFH RXU LQWHOOHFWXDO SURSHUW\ ULJKWV DQG ZH PD\ KDYH WR
,Q WKH HYHQW DQ\ WKLUG SDUW\ PDNHV D QHZ LQIULQJHPHQW FODLP DJDLQVW XV RU RXU FX\
ZLWK WKHVH OHJDO SURFHHGLQJV ZH PD\ EH UHTXLUHG WR SRVW ERQGV WR GHIHQG RXU LQV
GLVSXWH LV UHVROYHG ,I RXU OHJDO H[SHQVHY PDWHULDOO\ LQFUHDVH RU H[FHHG DQWLFLS
JXUWKHU LI ZH DUH QRW VXFFHVVIXO LQ DQ\ RI RXU LQWHOOHFWXDO SURSHUW\ GHIHQVHV R
PDQDJHPHQW WHDP PD\ DOVR EH UHTXLUHG WR GHYRWH D JUHDW GHDO RI WLPH DQG HIIRUW \
RXU RSHUDWLRQV DQG DGYHUVHO\ DIITHFW RXU EXVLQHVYV

J)DLOXUH WR SURWHFW RXU SURSULHWDU\ WHFKQRORJLHV RU PDLQWDLQ WKH ULJKW WR FHU

:H UHO\ KHDYLO\ RQ RXU SURSULHWDU\ WHFKQRORJLHV 2XU IXWXUH VXFFHVV DQG FRPSHWLVWV
FHUWDLQ SURSULHWDU\ WHFKQRORJLHV XVHG LQ RXU SURGXFWV :H SXUVXH SDWHQWYV IRU V
QRQGLVFORVXUH DJUHHPHQWY DQG RWKHU FRQWUDFWXDO SURYLVLRQV DV ZHOO DV RXU HPE
DQG SURFHVVHYV 'HVSLWH WKH SUHFDXWLRQV ZH WDNH LW PD\ EH SRVVLEOH IRU XQDXWKRU
REWDLQ DQG XVH LQIRUPDWLRQ WKDW ZH UHJDUG DV SURSULHWDU\ :H LQWHQG WR FRQWLQX
EH QR DVVXUDQFH WKDW WKH VWHSVY ZH WDNH ZLOO EH DGHTXDWH WR SURWHFW RXU SURSUI
GHYHORS RU SDWHQW VLPLODU RU VXSHULRU SURGXFWV RU WHFKQRORJLHV RU WKDW RXU SI
RI WKH FRXQWULHV LQ ZKLFK RXU SURGXFWY DUH RU PD\ EH GHYHORSHG PDQXIDFWXUHG RU
DV ODZV LQ WKH 8QLWHG 6WDWHV 2XU IDLOXUH WR DGHTXDWHO\ SURWHFW RXU SURSULHWDU

5LVNV $VVRFLDWHG ZLWK +XPDQ &DSLWDO ODQDJHPHQW

7KH ORVV RI DQ\ RI RXU NH\ SHUVRQQHO RU WKH IDLOXUH WR DWWUDFW RU UHWDLQ VSHFLDC
DELOLW\ WR JURZ RXU EXVLQHVV

2XU IXWXUH VXFFHVV GHSHQGY XSRQ RXU DELOLW\ WR DWWUDFW DQG UHWDLQ KLJKO\ TXDOL
VHUYLFHV RI RXU NH\ HITHFXWLYHV LQFOXGLQJ OLFKDHO +VLQJ RXU 3UHVLGHQW DQG &KLHI ([
WHFKQRORJ\ ,Q DGGLWLRQ SHUVRQQHO ZLWK KLJKO\ VNLOOHG DQDORJ DQG PL[HG VLJQDO G
LOQWHQVH 7KHUH FDQ EH QR DVVXUDQFH WKDW ZH ZLOO EH DEOH WR UHWDLQ H[LVWLQJ NH\ H
TXDOLILHG SHUVRQQHO ZLWK FULWLFDO FDSDELOLWLHV LQ WKH IXWXUH ,I ZH DUH XQDEOH WI
TXDOLILHG HPSOR\HHV TXLFNO\ HQRXJK WR PHHW WKH GHPDQGV RI RXU EXVLQHVV LQFOXGLC(C
SHUVRQQHO WKH VHDUFK IRU D TXDOLILHG UHSODFHPHQW DQG WKH WUDQVLWLRQ FRXOG LQ
PDQDJHPHQW UHVRXUFHV DQG WKH QHZO\ KLUHG HPSOR\HH FRXOG WDNH ORQJHU WKDQ H[SH

.l ZH IDLO WR UHWDLQ NH\ HPSOR\HHV LQ RXU VDOHV DSSOLFDWLRQV ILQDQFH DQG OHJDO V
DFFRXQWLQJ DQG ILQDQFH DUHD RXU EXVLQHVV PD\ VXIIHU

,| ZH IDLO WR FRQWLQXH WR DGHTXDWHO\ VWDII RXU VDOHV DSSOLFDWLRQV ILQDQFLDO DQG
PHHW WKH GHPDQGV RI RXU EXVLQHVV RXU DELOLW\ WR RSHUDWH HIIHFWLYHO\ ZLOO VXIIHU
DV WKHVH HPSOR\HHV KROG D VLJQLILFDQW DPRXQW RI LQVWLWXWLRQDO NQRZOHGJH DERXW
LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ FRXOG EH DGYHUVHO\ DIIHFWHG

5LVNV $VVRFLDWHG ZLWK 2ZQHUVKLS RI 2XU 6WRFN

7KH IXWXUH WUDGLQJ SULFH RI RXU FRPPRQ VWRFN FRXOG EH VXEMHFW WR ZLGH IOXFWXDWL

7KH IXWXUH WUDGLQJ SULFH Rl RXU FRPPRQ VWRFN LV OLNHO\ WR EH KLJKO\ YRODWLOH DQG
EH\RQG RXU FRQWURO LQFOXGLQJ

f DFWXDO RU DQWLFLSDWHG UHVXOWY RI RSHUDWLRQV DQG ILQDQFLDO SHUIRUPDQFH
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JHQHUDO HFRQRPLF LQGXVWU\ DQG PDUNHW FRQGLWLRQV ZRUOGZLGH
RXU DELOLW\ WR RXWSHUIRUP WKH PDUNHW DQG RXWSHUIRUP DW D OHYHO WKDW PHHWYV Rl
ZKHWKHU RXU JXLGDQFH PHHWYV WKH H[SHFWDWLRQV RI RXU LQYHVWRUV

WKH EUHDWK DQG OLTXLGLW\ RI WKH PDUNHW IRU RXU FRPPRQ VWREFN

WKH LQFOXVLRQ H[FOXVLRQ RU GHOHWLRQ RI RXU FRPPRQ VWRFN IURP DQ\ PDMRU WUDGLQ.
GHYHORSPHQWY JHQHUDOO\ DIIHFWLQJ WKH VHPLFRQGXFWRU LQGXVWU\

FRPPHQFHPHQW RI RU GHYHORSPHQWY UHODWLQJ WR RXU LQYROYHPHQW LQ OLWLJDWLRQ
LQYHVWRU SHUFHSWLRQV RI XV DQG RXU EXVLQHVV VWUDWHJILHV

FKDQJHV LQ VHFXULWLHY DQDO\WWVY H[SHFWDWLRQV RU RXU IDLOXUH WR PHHW WKRVH H]
DFWLRQV E\ LQVWLWXWLRQDO RU RWKHU ODUJH VWRFNKROGHUYV

WHUURULVW DFWV RU DFWV RI ZDU

HSLGHPLFV DQG SDQGHPLFV VXFK DV WKH &29," SDQGHPLF

WUDGLQJ DFWLYLW\ LQ RXU FRPPRQ VWRFN LQFOXGLQJ VKRUW SRVLWLRQV

DFWXDO RU DQWLFLSDWHG PDQXIDFWXULQJ FDSDFLW\ OLPLWDWLRQV

GHYHORSPHQWY ZLWK UHVSHFW WR LQWHOOHFWXDO SURSHUW\ ULJKWV

LQWURGXFWLRQ RI QHZ SURGXFWYV E\ XV RU RXU FRPSHWLWRUYV

RXU VDOH RI FRPPRQ VWRFN RU RWKHU VHFXULWLHV LQ WKH IXWXUH

FRQGLWLRQV DQG WUHQGYV LQ WHFKQRORJ\ LQGXVWULHYV

RXU ORVV RI NH\ FXVWRPHUV

FKDQJHV LQ PDUNHW YDOXDWLRQ RU HDUQLQJV RI RXU FRPSHWLWRUYV

DQ\ PHUJHUV DFTXLVLWLRQV RU GLYHVWLWXUHV RI DVVHWY XQGHUWDNHQ E\ XV
JRYHUQPHQW GHEW GHIDXOW

FKDQJHV LQ FRUSRUDWH WD[ ODZzZV

JRYHUQPHQW SROLFLHVY DQG UHJXODWLRQV RQ LQWHUQDWLRQDO WUDGH SROLFLHVY DQG Ut

H[SRUW FRQWUROV WUDGH DQG HFRQRPLF VDQFWLRQV DQG UHJXODWLRQV DQG RWKHL
FHUWDLQ IRUHLJQ PDUNHWYV SDUWLFXODUO\ LQ &KLQD

RXU DELOLW\ WR REWDLQ JRYHUQPHQWDO OLFHQVHY DQG DSSURYDOV IRULQWHUQDWLRQD

UDWLQJV SXEOLVKHG E\ WKLUG SDUW\ RUJDQL]DWLRQV ZLWK UHVSHFW WR RXU HQYLURQPFH

RXU DELOLW\ WR GHYHORS QHZ SURGXFWY HQWHU QHZ PDUNHW VHIJPHQWY JDLQ PDUNH
PDQXIDFWXULQJ FDSDFLW\

RXU DELOLW\ WR LQFUHDVH RXU JURVY PDUJLQV
RXU DELOLW\ WR DFFXUDWHO\ IRUHFDVW IXWXUH GHPDQG IRU RXU SURGXFWYV

PDUNHW UHDFWLRQV WR JXLGDQFH IURP RWKHU VHPLFRQGXFWRU FRPSDQLHV RU WKLUG SC
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tf PDUNHW UHDFWLRQV WR PHUJHU DQG DFTXLVLWLRQ DFWLYLWLHYV LQ WKH VHPLFRQGXFWRU
f LQYHVWPHQWY LQ VDOHVY DQG PDUNHWLQJ UHVRXUFHVY WR HQWHU QHZ PDUNHWYV

¥ FRVWV RI LQFUHDVLQJ ZDIHU FDSDFLW\ DQG TXDOLI\LQJ DGGLWLRQDO WKLUG SDUW\ ZDIHU
f F\EHU DWWDFNV RU RWKHU V\VWHP VHFXULW\ GDWD SURWHFWLRQ DQG SULYDF\ EUHDFKH
¥ RXU DELOLW\ WR SD\ TXDUWHUO\ FDVK GLYLGHQGY WR VWRFNKROGHUV DQG

¥ FKDQJHV LQ WKH HVWLPDWLRQ RI WKH IXWXUH VL]H DQG JURZWK UDWH RI RXU PDUNHWYV

,Q DGGLWLRQ WKH VWRFN PDUNHW RIWHQ H[SHULHQFHV VXEVWDQWLDO YRODWLOLW\ WKDW P
IOXFWXDWLRQV PD\ DGYHUVHO\ DIITHFW WKH WUDGLQJ SULFH RI RXU FRPPRQ VWRFN

, VHFXULWLHV RU LQGXVWU\ DQDO\WWY GRZQJUDGH RXU VWRFN RU GR QRW FRQWLQXH WR S)
FRXOG GHFOLQH

7KH WUDGLQJ PDUNHW IRU RXU FRPPRQ VWRFN ZLOO GHSHQG LQ SDUW RQ WKH UHVHDUFK D
QRW KDYH DQ\ FRQWURO RYHU WKHVH DQDO\VWYV ,I| RQH RU PRUH RI WKH DQDO\WWYV ZKR FRYI
DQDO\VWYV FHDVH FRYHUDJH RI XV RU IDLO WR UHJXODUO\ SXEOLVK UHSRUWYV RQ XV ZH FRXO
WUDGLQJ YROXPH WR GHFOLQH

6KRUW SRVLWLRQV LQ RXU VWRFN FRXOG KDYH D VXEVWDQWLDO LPSDFW RQ WKH WUDGLQJ S

+LVWRULFDOO\ WKHUH KDYH EHHQ 3VKRUW”™ SRVLWLRQV LQ RXU FRPPRQ VWRFN 7KH DQWLFL
VWRFN E\ VRPH LQVWLWXWLRQV RU LQGLYLGXDOV ZKR HQJDJH LQ VKRUW VDOHV RI RXU FRPP
HQFRXUDJH IXUWKHU VKRUW VDOHV WKDW FRXOG SODFH DGGLWLRQDO GRZQZDUG SUHVVXUH
FRPPRQ VWRFN DQG FDXVH YRODWLOLW\ LQ RXU VWRFN SULFH 7KH YRODWLOLW\ RI RXU VWRF
VWRFN SULFH GHFOLQHYV LW PD\ EH PRUH GLIILFXOW IRU XV WR UDLVH FDSLWDO DQG PD\ KDY

7KHUH FDQ EH QR DVVXUDQFH WKDW ZH ZLOO FRQWLQXH WR GHFODUH FDVK GLYLGHQGYV DW LC

‘H KDYH D GLYLGHQG SURJUDP DSSURYHG E\ RXU %RDUG RI 'LUHFWRUV SXUVXDQW WR ZKLFK
RI DQ\ IXWXUH FDVK GLYLGHQGV LV DW WKH GLVFUHWLRQ RI RXU %RDUG RI 'LUHFWRUV DQG Z
UHTXLUHPHQWY EXVLQHVV FRQGLWLRQV DQG RWKHU IDFWRUV WKDW RXU %RDUG RI 'LUHFWF
LOQWHUHVWY RI RXU VWRFNKROGHUV 2XU GLYLGHQG SD\PHQWYV PD\ FKDQJH IURP WLPH WR WLI
LQ DQ\ SDUWLFXODU DPRXQWV $ UHGXFWLRQ LQ RU HOLPLQDWLRQ RI RXU GLYLGHQG SD\PHQV

, /' ZH LVVXH DGGLWLRQDO VKDUHV RI VWRFN LQ WKH IXWXUH LW PD\ KDYH D GLOXWLYH HIIHF)

:H PD\ LVVXH DGGLWLRQDO VKDUHV RI FRPPRQ VWRFN LQ WKH IXWXUH LQ RUGHU WR UDLVH D¢(
DOVR LVVXH UHVWULFWHG VWRFN XQLWV 3568V°" WR HPSOR\HHV ZKLFK FRQYHUW LQWR VKD
LPPHGLDWH GLOXWLRQ WR RXU VWRFNKROGHUV ,Q DGGLWLRQ WKH LVVXDQFH RI D VLJQLILFEL
VWRFNKROGHU DSSURYDO

*HQHUDO 5LVN )DFWRUV

2XU ZRUOGZLGH RSHUDWLRQV DUH VXEMHFW WR SROLWLFDO HFRQRPLF DQG KHDOWK ULVNYV
RSHUDWLRQV

2XU RIILFHV LQ &DOLIRUQLD DQG :DVKLQJWRQ WKH SURGXFWLRQ IDFLOLWLHV RI RXU WKLUG &
DVVHPEO\ DQG UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHYVY DQG FHUWDLQ RWKHU FULWLFDO
SHULRGLF HDUWKTXDNHV :H GR QRW PDLQWDLQ HDUWKTXDNH LQVXUDQFH DQG FRXOG EH PDV
DV ZHOO DV RXU PDQXIDFWXUHUV DQG DVVHPEOHUVY DUH FRQFHQWUDWHG LQ $VLD SDUWLFX
VWULNHYVY WHUURULVP ZDU SROLWLFDO XQUHVW HSLGHPLFV DQG SDQGHPLFV DQG RU KHDOW
UHVXOWHG LQ GLVUXSWLRQV LQ EXVLQHVVY RSHUDWLRQV DQG RWKHU JOREDO HFRQRPLF DFW
RXU EXVLQHVY DQG UHVXOWY RI RSHUDWLRQV
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,Q DGGLWLRQ ZH UHO\ KHDYLO\ RQ RXU LQWHUQDO LQIRUPDWLRQ DQG FRPPXQLFDWLRQV V\V'
HIILFLHQWO\ DQG HIIHFWLYHO\ $Q\ Rl WKHVH DUH VXEMHFW WR IDLOXUH GXH WR D QDWXUDO
SURFHVVLQJ FRXOG KDYH PDWHULDO DGYHUVH HIITHFWV RQ RXU EXVLQHVV ILQDQFLDO FRQG!|
,7(0 % 815(62/9(' 67$)) &200(176
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7KH IROORZLQJ WDEOH VXPPDUL]HY RXU VLJQLILFDQW SURSHUWLHV DV RI '"HFHPEHU

$SSUR[LPDWH
%XLOGLQJ

/IRFDWLRQ 6TXDUH )RRWDJH 3ULPDU\ 8VH
2Z0HG
SQLWHG 6WDWHV
.LUNODQG :DVKLQJWRQ BULQFLSDO H[HFXWLYH RIILFH UHVHDUFK DQG GHYHORSPH:
/ILYRQLD OLFKLJDQ 6DOHYV DQG PDUNHWLQJ UHVHDUFK DQG GHYHORSPHQW
6DQ -RVH &DOLIRUQLD 5HVHDUFK DQG GHYHORSPHQW VDOHV DQG PDUNHWLQJ D¢(
,OWHUQDWLRQDO
&KHQJGX &KLQD 5HVHDUFK DQG GHYHORSPHQW DGPLQLVWUDWLYH
&KHQJGX &KLQD 7HVWLQJ DQG PDQXIDFWXULQJ RSHUDWLRQV
+DQJ]KRX &KLQD 5HVHDUFK DQG GHYHORSPHQW
6KDQJKDL &KLQD 6DOHYV DQG PDUNHWLQJ
6KHQ]JKHQ &KLQD 6DOHYV DQG PDUNHWLQJ
7DLSHL 7DLZDQ 6DOHY DQG PDUNHWLQJ UHVHDUFK DQG GHYHORSPHQW
/[HDVHG
&KHQJGX &KLQD ODQXIDFWXULQJ RSHUDWLRQV LQYHQWRU\ ZDUHKRXVH
%DUFHORQD 6SDLQ 5HVHDUFK DQG GHYHORSPHQW VDOHYV DQG PDUNHWLQJ

‘H DOVR OHDVH RWKHU VDOHY DQG PDUNHWLQJ DQG UHVHDUFK DQG GHYHORSPHQW RIILFHV L
IRU RXU FXUUHQW RSHUDWLRQV

,7(0 /(*$/ 352&((*,1*6

:H DUH D SDUW\ WR DFWLRQV DQG SURFHHGLQJV LQ WKH RUGLQDU\ FRXUVH RI EXVLQHVV LQ
RU YDOLGLW\ RI RXU LQWHOOHFWXDO SURSHUW\ FODLPV WKDW RXU SURGXFWV LQIULQJH RQ
LQYROYH FRPSOH[ TXHVWPRPQWRTXDBW W&B BDSHRGQGGWXUH RI VLIQLILFDQW IXQGV DQG WKH G
GHIHQG RXUVHOYHV YLJRURXVO\ DJDLQVW DWKNXFKFOBDLPR POWRULHDRKHBERGLQJ OHJDO SURF!
,7(0 0,1( 6$)(7< ',6&/2685(6

1RW DSSOLFDEOH




7DEOH RI &RQWHQWYV

3%$57 ,,
,7(0 ODUNHW IRU 5HILVWUDQWYV &RPPRQ (TXLW\ 5HODWHG 6WRFNKROGHU ODWWHUYV DQG ,VVX
&RPPRQ 6WRFN ,QIRUPDWLRQ
2XU FRPPRQ VWRFN LV WUDGHG RQ WKH 1DVGDT *OREDO 6HOHFW ODUNHW XQGHU WKH V\PERO
+ROGHUV RI &RPPRQ 6WRFN

$V RI )HEUXDU\ WKHUH ZHUH UHJLVWHUHG KROGHUV RI UHFRUG RI RXU FRPPRQ VWRFI
QDPH" RU EHQHILFLDO KROGHUV ZKRVH VKDUHV DUH KHOG E\ EDQNV EURNHUV DQG RWKHU Il

'LYLGHQG 3ROLF\

‘H FXUUHQWO\ KDYH D GLYLGHQG SURJUDP DSSURYHG E\ RXU %RDUG RI 'LUHFWRUV SXUVXDQ
RQ RXU KLVWRULFDO SUDFWLFH VWRFNKROGHUV RI UHFRUG DV RI WKH ODVW EXVLQHVV GD\
RXU %RDUG RI 'LUHFWRUV ZKLFK DUH SD\DEOH WR WKH VWRFNKROGHUV LQ WKH IROORZLQJ PI

7KH GHFODUDWLRQ RI DQ\ IXWXUH FDVK GLYLGHQGV LV DW WKH GLVFUHWLRQ RI RXU %YRDUG F
RSHUDWLRQV FDSLWDO UHTXLUHPHQWY EXVLQHVV FRQGLWLRQV DQG RWKHU IDFWRUV WKDW
LQ WKH EHVW LQWHUHVWYVY RI WKH VWRFNKROGHUYV

6WRFN 3HUIRUPDQFH *UDSK

7KH IROORZLQJ JUDSK FRPSDUHV WKH FXPXODWLYH ILYH \HDU WRWDO UHWXUQ RQ RXU FRPPR
3+/; 6HPLFRQGXFWRU 6HFWRU ,QGH[ $Q LQYHVWPHQW RI LV DVVXPHG WR KDYH EHHQ PDGH
SHUIRUPDQFH RI D VLPLODU LQYHVWPHQW LQ WKH WZR LQGH[HV LV VKRZQ WKURXJK '"HFHPEHU
LQGLFDWLYH RI IXWXUH SHUIRUPDQFH

7KH LQIRUPDWLRQ FRQWDLQHG LQ WKLV VWRFN SHUIRUPDQFH JUDSK VHFWLRQ VKDOO QRW E
ILOLQJV ZLWK WKH 6(& RU VXEMHFW WR WKH OLDELOLWLHV RI 6HFWLRQ RI WKH 6HFXULWIL
UHIHUHQFH LQWR D GRFXPHQW ILOHG XQGHU WKH 6HFXULWLHV $FW RI RU WKH 6HFXULWL




7DEOH RI &RQWHQWYV

,7(0 6(/(&7('),1%$1&,%/ '$7$

1RW DSSOLFDEOH

,7(0 0$1$*(0(1796 ',6&866,21 $1' $1$/<6,6 2) ),1%$1&,$/ &21',7,21 $1' 5(68/76 2) 23(5%$7,216

7KH IROORZLQJ GLVFXVVLRQ VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK WKH FRQVROLGDWHG |
RQ )RUP . 7KLV GLVFXVVLRQ DQG DQDO\VLV FROQWDLQV LQ DGGLWLRQ WR KLVWRULFDO LQI
UHVXOWYV PD\ GLIIHU PDWHULDOO\ IURP WKRVH DQWLFLSDWHG LQ WKHVH IRUZDUG ORRNLQJ V\
YDFWRUV’ DQG HOVHZKHUH LQ WKLYV $QQXDO 5HSRUW RQ )RUP

‘LVFXVVLRQV RI UHVXOWYV DQG \HDU WR \HDU FRPSDULVRQV EHWZHHOQ DQG WKDW DU
‘LVFXVVLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVXOWV Rl 2SHUDWLRQV' LQ 3DUW
ILOHG ZLWK WKH 6(& RQ JHEUXDU\

2YHUYLHZ

:H DUH D OHDGLQJ VHPLFRQGXFWRU FRPSDQ\ WKDW GHVLJQV GHYHORSV DQG PDUNHWYV KLJK
VIVWHP OHYHO DQG DSSOLFDWLRQV NQRZOHGJH VWURQJ DQDORJ GHVLJQ H[SHUWLVH DQG L
GHOLYHU KLJKO\ LQWHJUDWHG PRQROLWKLF SURGXFWYV WKDW RIIHU HQHUJ\ HIILFLHQW FRVW
LQGXVWULDO FRPPXQLFDWLRQV DQG FRQVXPHU DSSOLFDWLRQV 2XU PLVVLRQ LV WR UHGXFH
VROXWLRQV :H EHOLHYH WKDW ZH GLIIHUHQWLDWH RXUVHOYHV E\ RITHULQJ VROXWLRQV WKDYV
UHVSHFW WR SHUIRUPDQFH VSHFLILFDWLRQV DQG FRQVHTXHQWO\ PRUH FRVW HIIHFWLYH WI
H[LVWLQJ SURGXFW IDPLOLHVY DV ZHOO DV LQ QHZ LQQRYDWLYH SURGXFW FDWHJRULHYV

‘H RSHUDWH LQ WKH F\FOLFDO VHPLFRQGXFWRU LQGXVWU\ ZKHUH WKHUH LV VHDVRQDO GHPD
EXW ZH KDYH WDUJHWHG SURGXFW DQG PDUNHW DUHDV WKDW ZH EHOLHYH KDYH WKH DELOLW

‘H ZRUN ZLWK WKLUG SDUWLHV WR PDQXIDFWXUH DQG DVVHPEOH RXU ,&V 7KLV KDV HQDEOHG
DQG GHVLJQ UHVRXUFHV RQ RXU FRUH VWUHQJWKYV

JROORZLQJ WKH LQWURGXFWLRQ RI D SURGXFW RXU VDOHV F\FOH JHQHUDOO\ WDNHV D QXPEF}
7\SLFDO OHDG WLPHV IRU RUGHUV DUH JHQHUDOO\ WR ZHHNV 7KHVH IDFWRUV FRPELQHG
UHVFKHGXOHG ZLWKRXW VLJQLILFDQW SHQDOW\ WR WKH FXVWRPHU PDNH WKH IRUHFDVWLQJ

‘H GHULYH PRVW RI RXU UHYHQXH IURP VDOHV WKURXJK GLVWULEXWLRQ DUUDQJHPHQWY DQC
SURGXFWV 2XU UHYHQXH IURP GLUHFW RU LQGLUHFW VDOHV WR FXVWRPHUV LQ $VLD ZDV
GHULYH D PDMRULW\ RI RXU UHYHQXH IURP WKH VDOHV RI RXU '& WR '& FRQYHUWHU SURGXFW
FRQVXPHU PDUNHWY :H EHOLHYH RXU DELOLW\ WR DFKLHYH UHYHQXH JURZWK ZLOO GHSHQG
PDUNHW VKDUH PDQDJH OLWLJDWLRQ ULVN GLYHUVLI\ RXU FXVWRPHU EDVH DQG FRQWLQXH

,PSDFW RI &29,' RQ 2XU %XVLQHVV

,Q ODUFK WKH :RUOG +HDOWK 2UJDQL]DWLRQ GHFODUHG WKH &29,"' RXWEUHDN D SDQGHPL
DXWKRULWLHY KDYH LPSOHPHQWHG QXPHURXV FRQWDLQPHQW PHDVXUHV LQFOXGLQJ WUDYH
VKXWGRZQV 7KHVH PHDVXUHV KDYH VLJQLILFDQWO\ DITHFWHG WKH JOREDO HFRQRP\ DQG DU
GLVHDVH LV FRQWDLQHG (FRQRPLF FRQGLWLRQV UHPDLQHG XQFHUWDLQ DV RI WKH HQG RI

2XU SULPDU\ IRFXV LV WR FRQWLQXH WR H[HFXWH RXU EXVLQHVY SODQ DQG PLWLJDWH WKH H
QHFHVVDU\ SUHFDXWLRQV WR HQVXUH WKH VDIHW\ RI RXU HPSOR\HHV RXU VXSSOLHUV DQG I
RSHUDWLQJ UHVXOWY RU EXVLQHVYV RSHUDWLRQV GXULQJ 6RPH RI WKH NH\ GHYHORSPHQV
IROORZLQJ

" (PSOR\HHV
2XU WRS SULRULW\ GXULQJ WKH SDQGHPLF LV SURWHFWLQJ WKH KHDOWK DQG VDIHW\ RI R
RSHUDWLRQV ZH FRQWLQXH WR PRQLWRU QHZ GHYHORSPHQWY DQG ZRUN WR HQVXUH RXU
WKH 8 6 DQG FHUWDLQ LOQWHUQDWLRQDO ORFDWLRQV ZH FRQWLQXH WR LPSOHPHQW ZRUN
DUUDQJHPHQWY KDYH FRQWULEXWHG WR WKH KHDOWK DQG VDIHW\ Rl RXU HPSOR\HHV DQC(




7DEOH RI &RQWHQWYV

" )J)DFLOLWLHY DQG 6XSSO\ &KDLQ
2XU PDQXIDFWXULQJ IDFLOLWLHYV LQ &KLQD 7DLZDQ DQG 6RXWK .RUHD DUH IXOO\ RSHUDWLF
JXLGDQFH LVVXHG E\ JRYHUQPHQWDO DXWKRULWLHYVY ,Q DGGLWLRQ ZH KDYH QRW H[SHULF

" &XVWRPHUYV
2YHUDOO ZH GLG QRW H[SHULHQFH DQ DGYHUVH LPSDFW RQ FXVWRPHU GHPDQG GXULQJ
FRPSDUHG WR JXUWKHUPRUH WKHUH ZHUH QR VLJQLILFDQW GHOD\V LQ SD\PHQWV E\ RX
PDWHULDO DQG DGYHUVH LPSDFW RQ FXVWRPHU GHPDQG GXULQJ DV D UHVXOW RI WKH S

2XU DXWRPRWLYH UHYHQXH ZzDV QHJDWLYHO\ DIITHFWHG E\ WKH SDQGHPLF LQ WKH VHFRQG °
SURGXFWLRQ +RZHYHU UHYHQXH KDV VLQFH UHWXUQHG WR PRUH QRUPDO RUGHULQJ OHY'
GHVLJQ FDSDELOLWLHYVY LQ DSSOLFDWLRQV LQFOXGLQJ LQIRWDLQPHQW VPDUW OLJKWLQJ |
SRVLWLRQHG WR DFFHOHUDWH JURZWK DV WKH DXWRPRWLYH PDUNHW FRQGLWLRQV FRQWL

" JLTXLGLW\ DQG &DSLWDO 5HVRXUFHYV
2XU FDVK DQG LQYHVWPHQW EDODQFHV UHPDLQ VWURQJ DQG ZH FRQWLQXH WR JHQHUDWH
FDVK QHHGY DV ZH PDQDJH WKURXJK WKH FXUUHQW XQFHUWDLQ HQYLURQPHQW +RZHYHU
DGHTXDWH OLTXLGLW\ WR VXSSRUW RXU EXVLQHVV IRU DQG EH\RQG

‘H DUH DFWLYHO\ ZRUNLQJ ZLWK RXU VWDNHKROGHUV LQFOXGLQJ FXVWRPHUV VXSSOLHUV DI
VLWXDWLRQ WR DVVHVV IXUWKHU SRVVLEOH LPSOLFDWLRQV WR RXU EXVLQHVV VXSSO\ FKD
+RZHYHU ZH FDQQRW UHDVRQDEO\ HYWLPDWH WKH GXUDWLRQ DQG VHYHULW\ Rl WKH SDQGHF
EXVLQHVV $ SURORQJHG HFRQRPLF VORZGRZQ DV D UHVXOW Rl WKH SDQGHPLF FRXOG PDWHI
IRU DQG EH\RQG

&ULWLFDO $FFRXQWLQJ 3ROLFLHYVY DQG (VWLPDWHYV

2XU GLVFXVVLRQ DQG DQDO\VLV RI RXU ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLR«¢
DFFRUGDQFH ZLWK JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHV LQ WKH 8 6 7KH SUHSDL
DIlTHFW WKH UHSRUWHG DPRXQW RI DVVHWYV OLDELOLWLHYV UHYHQXH DQG H[SHQVHV DQG UF
JRLQJ EDVLV LQFOXGLQJ WKRVH UHODWHG WR UHYHQXH UHFRJQLWLRQ VWRFN EDVHG FRPSI
KLVWRULFDO H[SHULHQFH DQG RQ YDULRXV RWKHU DVVXPSWLRQV WKDW DUH EHOLHYHG WR E
MXGIJPHQWY DERXW WKH FDUU\LQJ YDOXHV RI DVVHWY DQG OLDELOLWLHY WKDW DUH QRW UH
ILQDQFLDO VWDWHPHQWY DUH E\ WKHLU QDWXUH XQFHUWDLQ DQG XQSUHGLFWDEOH DQG G
RXU SURGXFWVY HFRQRPLF FRQGLWLRQV DQG RWKHU FXUUHQW DQG IXWXUH HYHQWYV VXFK DV
DQG DVVXPSWLRQV DQG DEH VWRWHGILDINH WHRQRKY PRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

$V Rl WKH GDWH RI LVVXDQFH RI WKHVH FR Q@ZPWIHGRWHE MSHMDRLELD 6 WHQDW R B HFQ W F X Z\HWIDUDH K
PDQDJHPHQW WR XSGDWH WKH VLIJQLILFDQW HVWLPDWHY DQG DVVXPSWYVRDHVZXNWHEQMY WIRIY &
HYROYH DQG DGGLWLRQDO LQIRUPDWLRQ EHFRPHYV DYDLODEOH DQ\ FKDQJHV WR WKHVH HVW
VRRQ DV WKH\ EHFRPH NQRZQ

‘H EHOLHYH WKH IROORZLQJ FULWLFDO DFFRXQWLQJ SROLFLHVY UHIOHFW RXU PRUH VLJQLILFD




7DEOH RI &RQWHQWYV
5SHYHQXH 5HFRJQLWLRQ

‘H JHQHUDWH UHYHQXH SULPDULO\ IURP SURGXFW VDOHV ZKLFK LQFOXGH DVVHPEOHG DQG WI
DQG Rl RXU WRWDO UHYHQXH IRU WKH \HDUVUHYGHE WHFHMPEHUKH UHPDLQDQBGUHYHQXH SULPI
OLFHQVLQJ DUUDQJHPHQWY DQG UHYHQXH |URFDEMHWVW B K BAKE I/ EHQQLFN D GW ULl @ LDPOHGS S R U LRK

‘H UHFRJQL]H UHYHQXH ZKHQ ZH VDWLVI\ D SHUIRUPDQFH REOLJDWLRQ E\ WUDQVIHUULQJ FRC
WKH FRQVLGHUDWLRQ ZH H[SHFW WR EH HQWLWOHG WR LQ H[FKDQJH IRU WKRVH JRRGV RU V

BURGXFW VDOHV FRQVLVW RI D VLQJOH SHUIRUPDQFH REOLJDWLRQ WKDW ZH VDWLVI\ DW D St
ZKHQ WKH IROORZLQJ HYHQWYV KDYH RFFXUUHG D ZH KDYH WUDQVIHUUHG SK\VLFDO SRVVH?"
OHJDO WLWOH WR WKH SURGXFWYV DQG G WKH FXVWRPHU EHDUV VLJQLILFDQW ULVNV DQG L
FRQWUDFWY WKHVH FULWHULD DUH JHQHUDOO\ PHW ZKHQ WKH SURGXFWV DUH VKLSSHG IURP
ORFDWLRQV VXFK DV WKH 3'HOLYHUHG 'XW\ 3DLG” VKLSSLQJ WHUP

8QGHU FHUWDLQ FRQVLJQPHQWHFRIUHPH® \ZKH Q HY KID SH R 8 XFRW DUH VKLSSHG DQG GHOLYHU
ZH FRQWLQXH WR FRQWURO WKH SURGXFWV DRIBY biHMD X Q FRRAGGHWWIKRLGD ® RE OALK B VF XR/QV RIIRH 8§ V'
FXVWRPHUV FRQVXPH WKH SURGXFWV IURP WKH FRQVLJQHG LQYHQWRU\ ORFDWLRQV RU LQ V
FRQWURO WUDQVIHUV WR WKH FXVWRPHUV DQG ZH LQYRLFH WKHP IRU SD\PHQW

‘H DFFRXQW IRU SULFH DGMXVWPHQW DQG VWRFN URWDWLRQ ULJKWV DV YDULDEOH FRQVLGH
WKH DVVRFLDWHG UHYHQXH LV UHFRJQL]JHG )RXU 8 6 EDVHG GLVWULEXWRUV KDYH SULFH D(
ORZHU WKDQ WKH GLVWULEXWLRQ SULFH LQYRLFHG E\ XV :KHQ ZH UHFHLYH FODLPV IURP WK
LVVXH WKH GLVWULEXWRUV FUHGLW PHPRV IRU WKH SULFH DGMXVWPHQWY :‘H HVWLPDWH WK
Rl KLVWRULFDO FODLPVY DW ERWK WKH GLVWULEXWRU DQG SURGXFW OHYHO DV ZHOO DV DQ
8 6 GLVWULEXWRUV ZKLFK PDNH XS WKH PDMRUUIDLYWA KU IRPH) DIGAWK Y @& /B QW VU WRK W VV WHU IUEDAR ® (G
WKH HVWLPDWHG SULFH DGMXVWPHQWYV ZLWK D FRUUHVSRQGLQJ UHGXFWLRQ WR UHYHQXH

&HUWDLQ GLVWULEXWRUV KDYH OLPLWHG VWRFN URWDWLRQ ULJKWV WKDW SHUPLW WKH UHW
WHUPV :H HVYWLPDWH WKH VWRFN URWDWLRQ UHWXUQV XVLQJ WKH H[SHFWHG YDOXH PHWKR!
GLVWULEXWLRQ FKDQQHO :H UHFRUG D OLDELOLW\ IRU WKH VWRFN URWDWLRQ UHVHUYH 2ZLV
UHWXUQV ZKLFK UHSUHVHQWYV WKH ULJKW WR UHFRYHU SURGXFWYV IURP WKH FXVWRPHUV UH

‘H SD\ VDOHV FRPPLVVLRQV EDVHG RQ WKH DFKLHYHPHQW RI SUH GHWHUPLQHG SURGXFW VD!
LQFXUUHG EHFDXVH WKH DPRUWL]DWLRQ SHULRG ZRXOG KDYH EHHQ RQH \HDU RU OHVV

,QYHQWRU\ 9DOXDWLRQ

:H YDOXH RXU LQYHQWRULHY DW WKH ORZHU RI WKH VWDQGDUG FRVW ZKLFK DSSUR[LPDWHYV
ZULWH GRZQ H[FHVV DQG REVROHWH LQYHQWRULHV EDVHG RQ DVVXPSWLRQV DERXW IXWXUH
WKDQ WKRVH SURMHFWHG E\ PDQDJHPHQW DGGLWLRQDO LQYHQWRU\ ZULWH GRZQV PD\ EH UH
LQYHQWRULHYV PD\ EH VROG WKDW ZHUH SUHYLRXVO\ ZULWWHQ GRZQ

$FFRXQWLQJ IRU ,QFRPH 7D[HV

‘H UHFRJQL]JH IHGHUDO VWDWH DQG IRUHLJQ FXUUHQW WD[ OLDELOLWLHYVY RU DVVHWYV EDVHG
‘H DOVR UHFRJQL]JH IHGHUDO VWDWH DQG IRUHLJQ GHIHUUHG WD[ DVVHWY RU OLDELOLWLHYV I
:H UHFRUG D YDOXDWLRQ DOORZDQFH WR UHGXFH DQ\ GHIHUUHG WD[ DVVHWYV E\ WKH DPRXQV
EH UHDOL]HG

2XU FDOFXODWLRQ RI FXUUHQW DQG GHIHUUHG WD[ DVVHWY DQG OLDELOLWLHV LV EDVHG RQ
FRPSOH[ WD[ ODZV 2XU HVWLPDWHV RI FXUUHQW DQG GHIHUUHG WD[ DVVHWY DQG OLDELOLWL
RXWFRPH FKDQJHV LQ DFFRXQWLQJ RU WD[ ODZV LQ WKH 8 6 RU IRUHLJQ MXULVGLFWLRQV Zk
OLDELOLWLHV IRU SRWHQWLDO 8 6 DQG IRUHLJQ LQFRPH WD[ IRU XQFHUWDLQ LQFRPH WD[ SRV
GHWHUPLQH WKDW SD\PHQW RI WKHVH DPRXQWYV LV XQQHFHVVDU\ RU LI WKH UHFRUGHG WDJ[ C
WD[ EHQHILW RU DGGLWLRQDO LQFRPH WD[ H[SHQVH LQ RXU ILQDQFLDO VWDWHPHQWYV LQ WKH
ZHUH DWWULEXWDEOH WR FHUWDLQ HVWLPDWHY DQG MXGJPHQWYV























































































































































